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‘Editorial Section. 











|THE OPPORTUNITY OF THE COMPANY. 


In the present issue we have given a large 
amount of space to a report of the proceedings of 
the National Association of Life Underwriters just 
held at Toronto. The results of this great gather- 
ing should be important and permanent. The in- 
fluence of its deliberations must extend indirectly 
to many thousands of agents and solicitors 
throughout the count-y, both through the attitude 
of the delegates, under whom many of these so- 
licitors work and through the printed reports of 
the addresses delivered. Without committing 
ourselves to a general agreement with the ideas 
expressed, we believe the tone of these speeches 
to be healthful in, character and in the interest of 
a progressive and straight-forward conduct of the 
business of life insurance. 

It was, perhaps, unfortunate that Commissioner 
Rittenhouse, in the opening sentences of his ad- 
dress should give expression to certain criticisms 
of so-called radical legislation. Later in his 
| speech he very clearly indicates the reason for 
much of this “radical legislation.” He forcibly 
| points out the lines along which many life insur- 
_ ance companies have been “fooling the public” and 
| draws attention to the fact that “the most serious 








| penalty for fooling the public is found in the great 
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army of the uninsured. He claims that this great 
army “have been driven or frightened away from 
the insurance fold by the sensational press and by 
the deceit and misrepresentation practiced by the 
unfair element among insurance men.” But if, as 
he says, it actually is the penalty for “fooling the 
public,” why ascribe it to these unworthy sources. 
And, again, he says: “The outrageous waste and 
extravagance in the handling of policyholders’ 
money by the reckless element among company 
officials has caused serious loss to policyholders.” 


On his own showing, therefore, a reasonable basis | 
would seem to have existed for the legislation of | 


which he complains and for the attacks upon in- 


. . | 
surance companies from the press, which he de- | 


‘ 


nominates “sensational.” 

in view of the clear-sighted and well-expressed 
statement of the fundamental evils in the life in- 
surance business and of the admirable suggestions 
in the interest of straightforward and honest ad- 


ministration which he makes, we wish that Com- | 


missioner Rittenhouse had left unsaid some of his 
criticisms of legislators and the press, which sound 
so much like 
the very groups of men whom he so justly cen- 
sures. 

The hostile legislation and litigation, the bitter 
attacks and the “roasting” which life insurance 
companies have been compelled to meet have their 
basis in these very conditions—“fooling the public” 
and “outrageous waste and extravagance” in the 
handling of trust moneys. It is trite now to say 
that the criticisms applied to the biggest and, sup- 
nosedly, the best. 
and good suffering for the sins of commission and 
omission on the part of a few small rascals. Things 
were bad and the knife of the surgeon was the only 
remedy. 

The apportunity of the life companies to-day is to 


cease complaint and criticism and to seek to under- | 
stand underlying conditions and the temper of | 


the people. Though somewhat grandilouquently 
expressed, we are inclined to agree with the opin- 
ion of an insurance president whose company did 
not some out of the battle unscathed, when he 
says: 


“As to life insurance, I feel we are approaching | 


a new era. Mightier than ever this great force, so 
vitally affecting modern civilization, has emerged 
from a period of sore trials unshaken in its in- 
herent soundness and is now beginning to move 
forward to wider and stronger fields of useful- 
ness. 
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We have recently had occasional (in the comp} 
lation of a new volume of reports on life insurance 
companies) to review the general record and, in 
particular, the work of the last year of practically 
all the companies doing business in this country, 
The differences between the companies in respect 
to their general attitude toward the public js 
marked. With some, it is the same old bureay- 
cratic idea which prevails: the contributions of 
the many for the personal advantage of the few, 
| Their outward conformity with the new idea has 
yet the indications of sullenness and the desire to 
break through all restrictions again when the op- 
| portunity is afforded. With others, the managers 
have either been born again and achieved a change 
| of heart or they are making so good a play at it 
that the change is crystalizing into more favorable 
policy contracts—more favorable, we mean, than 
the law requires—and a more generous and equit- 
able treatment of the policyholders. It is being 
regarded as good business nowadays to have the 
appearance of being real trustees for the policy- 
holders and it is somewhat encouraging that the 
necessity for such an attitude has become apparent 
to some of these financiers. 

The “new era,” of which our life insurance presi- 
dent, whom we have quoted, speaks, will dawn, if 
at all, when there shall be a recognition of the ne- 
cessity of mutual relations of confidence and 
straightforwardness between the officers and di- 
rectors of the companies on the one hand and the 
policyholders on the other. The day when the 
| public can be “fooled” has passed and the last 
clause of Lincoln’s immortal saying now applies. 
It is necessary to woo and win the public, fickle 
mistress though she be. In this game, permit us to 
suggest, the utmost frankness and honesty must 
be shown by the companies. It will prove, in the 
| long run, far wiser to disclose, freely and fully, 
conditions as they are than to assume an attitude 
of secrecy. The companies must recognize the 
rights of the policyholder not merely to the per- 
formance of the letter of his contract but to an in- 
telligent understanding of the operations of the 
company. Yesterday it was enough to say that 
| the company which practiced deception or fraud 
in any form was doomed, sooner or later, to lose the 
confidence and support of the public. To-day it 
may be said that any company which refuses to 
acknowledge its trusteeship in spirit as well as in 
letter and to seek the sympathetic co-operation 
and support of its policyholders will not fulfill the 
| objects of its organization. 
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these policies, giving table, rate of interest and method 
of computing reserve. 

3. Relative standing as to cash loan values, allowed in 
the first 10 years, according to policies issued in 1907, 
compared with such values now guaranteed by the Mu- 
tual, Equitable and New York Life. 

It is not possible for us to institute complete, detailed 
comparisons nor comparisons between policies upon 
which these dividends are paid; and we should but con- 
fuse our readers, did we attempt it. Agents of companies 
will, of course, make as good a showing in these regards 
as possible to offset a disadvantage in costs or to height- 
en an advantage. 

The tables which we give, illustrate (a) the compara- 
tive costs of policies, (b) the reserve for their security 
and (c) the value of the same as collateral or upon sur- 
render. 

Wherever possible, comparison was instituted, as to cash 


or loan values, betwen 20-payment life policies or ordin- | 


ary life policies. 
TABLE I. 
Net Cost in 1906, Annual Dividend Deducted. 
Whole Life—$1,0o0o—Age 35. 


Tssued Issued 

18096. 1903. 

BES ,.«-«clogtcedteearac ves auntie’ $21.93 or 
Oe het in heer ey 22.47 $23.38 
Columbian National .............. 22.92 
Connecticut General .............. 21.70* 22.14 
Connecticut Mutual .............. 20.99 22.46 
EROS, nn cuss y absen wnwede aay! 22.76 
i. a 2 A eee er 24.27 25.34 
BEE CIOWEY . cos ceevsccesess 20.43 21.59 
BE. ovis cetoa we cers seaueseres 24.19 25.56 
5s. Wie calo iate ctusoo eis Sere eee ae 22.80* 23.15 
ME os od Se nets Caeene Stee ere 24.85 
SOCIO 5055 | Sloea'sae orades 22.40 23.43 
CNN 57 Se Ae ahaha asin 24.65 25.63 
RN 85 :0.. Ratere Rats sclr wick Sete 23.53 25.31 
Massachusetts Mutual ............ 21.67 23.05 
Meeinan Mutual ... 2... 00. sseecee 23.60 25.93 
ST Ee eee 20.75 23.29 
Eo 9 <i: dee cialel eigic coeunnins eae 0 23.33 25.02 
I 2. cx eattcna wheres alate Berar 22.39 *23.40 
New England ..... fae ccotaieouea esis . 23.25 24.10 
See eer 22.30 25.58 
Northwestern Mutual ............ 20.16 21.74 
ME PAGCUGL occ eco cccesscecevs Se 23.95 
Penn Mutual .......... ovate cerns: ae 23.93 
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eo 
General Articles. 

NET COSTS WITH DIVIDENDS OFF. gi a ne . 21.76 23.24 
Some of our subscribers have suggested that we reprint Pres. Ministers ME SoA E i nwince.s 00 aan 19.64 
comparisons of “net costs” of whole life policies, divi- Provident oe DS er 20.64 23.23 
‘dends deducted, with information also (1) as to reserve Prudential Ry paiwate Mee ema ole 23.70 
basis and (2) as to liberality of contract. a ge er wees 25.72 
Accordingly, we give below, from reports to insurance | State (Ind.) ..............eeeeeee 20.77 23.77 
departments, the following tables: State Mutual (Mass.)............. 21.99 24.02 
1. Net costs in 1906, annual dividends deducted, of | Travelers ............-sseee seers Simi 23.30 
whole life policies taken (a) in 1896 and (b) in 1903. en eo Sr ened ene ee 19.81 22.91 
2 Reserve basis of each company, maintained for | Union Mutual ................. ~s 2g.19* 24.39 





* Estimated from nearby years; no figures given for 
the year named. ag tt 
TABLE II. = 
Basis of Reserves Maintained. hag 
ISSUED 1896. ISSUED 1903. 


» formar 1): 


* datal 


RA ose vs disaews Net Level Act. 4...... Net Level Am. Ex. 3144 
BerkwRire  o<cccccce Net Level Act. 4...... Net Level Am. Ex. 3 
pe Ree Net Level Am. Ex. 3% 
Conn. General .... Net Level Act. 4...... Net Level Am. Ex. 3% 
Conn. Mutual ..... Net Level Am. Ex. 3...Net Level Am. Ex. 3 
Des Moines ....... Full Prelim. Term.... Actuaries 4* 
Equitable (N. Y.).. Net Level Am. Ex. 3...Net Level Am. Ex. 3+ 
Equitable (Iowa)..Net Level Act. 4...... Net Level Actuaries’ 4 
Germania ......... Net Level Act. 4...... Net Level Am. Ex. 3% 
THOM 6. ccccvcccece Net Level Act. 4...... Net Level Am. Ex. 3% 
Po ae Mod. Prelim. Term... American Exp. 3* 
John Hancock ....Net Level Act. 4...... Net Level Am, Ex. 3 
Manhattan ........ Net Level Act. 4...... Net Level Am. Ex. 31¢ 
Maryland ...ccccee Net Level Act. 4...... Net Level Am. Ex. 3% 
Mass. Mutual ..... Net Level Act. 4...... Net Level Am. Ex. 3% 


Michigan Mutual.. Full P. T. Am. 


--F. P. T. Am. Ex. 3%°% 
Mutual Benefit ... 


Net Level Am. Ex. 4...Net Level Am. Ex. 3: 


POC. on enncs'csies Net Level Act, 4...... Net Level Am. Ex. 3144 
National (Vt.) ....Net Level Act. 4...... Net Level Am, Ex. 3 
New England ..... Net Level Act. 4...... Net Level Am. Ex. 31% 
Maw We. <0sccve Net Level Act. 4...... Net Level Am. Ex. 3+ 
Northw’rn Mut....Net Level Act. 4...... Net Level Am. Ex. 3+ 
Pacific Mutual .... Full P. T. Act. 4..... F. P. T. Am. Ex. 3%® 
Penn Mutual ..... Net Level Act. 4...... Net Level Am. Ex. 3 
Phoenix Mutual ...Net Lev. Am. Ex. 4%..Net Level Am. Ex. 3 
bo ar ee ee Net Level Am. Ex. 3 
Provident L. & T..Net Level Act. 4...... Net Level Am. Ex. 3% 
Prugentia® .2.c2s. Net Level Act. 4...... Net Level Am. Ex. 3+ 
ee eee re er er Full P. T. Am, Ex. 3°® 
State (Ind,)........Mull P. T. Act. 4..... Full P. T. Am. Ex. 8* 
State Mut. (Mass.) Net Level Act. 4...... Net Level Am. Ex. 3% 
Travelers ........ -Net Level Act. 4...... Net Level Am. Ex. 3+ 
Union Central ....Net Level Act. 4...... Net Level Am. Ex. 3% 
Union Mutual .... Net Level Act. 4..... Net Level Am. Ex. 3 





* Ordinary life reserves are the same by the full and the 
modified preliminary term methods; limited payment 
and endowment reserves are higher by the latter. 

* These companies changed wholly or largely to 3% per 
cent in 1907. 

TABLE III. 
Comparative Cash Surrender or Loan Values. 
Policies Issued in 1907. 
Basis for Comparison—Values Allowed by Mutual, 
Equitable and New York. 
UES, oi cciaie ec Saree w ae cae Slightly under 
BEFRSRE onc cigiecsie aes ... Slightly under 
Columbian National ...,..Slightly under 
Connecticut General ......Slightly under 
Connecticut Mutual ....... Much less liberal.* 
Des Moines ..... SDE re More liberal. 
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Beaitabie (N. Y.) ....2.5. Taken as standerd. 
Equitable (Iowa) ......... Much less liberal. 
eS SCOOT re Slightly under. 
Home ..Slightly under. 
NN i Nitec Ranencouens Much more liberal. 
Séhn Hancock .....00seess Averaging well.f 
Manhattan ,.............. More liberal. 
CTE Te Slightly under. 
Massachusetts Mutual ...../ Averaging well.t 
Michigan Mutual ......... Very much less liberal.t 
Mutual Benefit ........... Much more liberal. 
DEE 3c. tesbneedacawed Taken as standard. 


National (Vermont) Averaging well.f 
New England ............/ About the standard. 
New York ................. Taken as standard. 
Northwestern Mutual...... Averaging well. 
Paewmc Riwtial . 2... ccveed \veraging well.7 
Wet BEGME . ccc ceccivcesd Averaging well.f 
Phoenix Mutual Much more liberal. 
Pres. Ministers Fund ...., § 

Provident Life & Trust ... Averaging well.f 
OIE, whet ce caearcuwsel Averaging well.fc 
Security Mutual ..........Same as standard. 
I MINE Fivkindacucsalnaetl Averaging well.f 
State Mutual (Mass.) ...., About the standard. 
OND Ss. 00 a0 we cbs 2 nos Much less liberal.** 
Union Central ............ Much more liberal. 
Union Mutual ............4 Averaging well.t 





* Allows no cash or loan value for 5 years. 

7 “Averaging well” means that value 3rd year is under 
the standard, 5th year about the same and oth 
year over the standard. 

** These values are now quoted for “non-participat- 
ing,” only. 

§ Values not given; known to be liberal. 

c Changed to non-participating only, August I, 1907. 
Values reported to have been reduced. 


The companies, as a result of legislation in Louisiana 
and Michigan, will pretty generally liberalize their 
values very soon, both in early years and in later years. 
The law of Louisiana requires a loan value of at least 
80 per cent. of the reserve; the law of Michigan of not 
more than $25 per $1,000 of insurance less than the re- 
serve. 

The New York law permits whichever of these is the 
smaller; the effect of the laws of the two States men- 
tioned is to require whichever is the larger. 

In order to compare companies and their policies in 
all important respects, always refer to “Best’s Life In- 
surance Reports.” Any other dealing with the matter is 
necessarily partial only. 





PUBLISHERS’ NOTE. 

On September first, we will issue the second edition 
of Best’s Insurance Reports: Life, covering the year 
1907, a volume of some 500 pages. The first edition of these 
reports was issued in 1906 to meet a demand which 
had come to us from all parts of the country from 
those who were familiar with our reports on fire insur- 
ance companies which for many years have been recog- 
nized as the final authority. The theory of these “Life” 
Reports was that some people in this country wished to 
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know the truth about insurance companies. May we say 
that the reason we were able to publish these reports 
successfully was that we had established, in other lines 
a reputation for fairness and absolute impartiality? 

The first volume of “Life” Reports contained, per. 
haps, some errors and we may have been guilty of some 
omissions. For any such we present our apologies, It 


| did not contain, however, a word dictated to prejudice or 








bias. For such no apology could be adequate. The cor. 
dial reception given to the 1906 volume by Commis. 
sioners of Insurance, Actuaries, Agents and the ip. 
suring public has convinced us that the theory with 
which we started conforms to the facts. 

The new volume is larger, more complete and more 
interesting. It contains reports on practically every life 
insurance company, order and association doing business 
in the United States. To some companies many pages 
are given, their history, financial statement and policy 
forms being analyzed in detail. To companies and orders 
purely local in character and business, little space is 
given, our subscribers having, however, the privilege 
of calling for special reports wherever interested. The 
design of the book is to meet the needs of insurance 
buyers and insurance agents. f 

To the readers of this paper who are not subscribers 
to our reporting service, we shall be glad to send sample 
pages of the 1907 volume. We can tell you about ou 
work better by showing the results in actual reports than 
by many words of description and comment. 





While this company is the “publisher” of volumes of 
reports upon insurance companies and of monthly pa- 
pers, our relations to our subscribers is something more 
than that. Our service does not end with the delivery 
of the book: it is a continuing relation in which the sub- 
scriber looks to us for assistance whenever his peculiar 
needs require either more detailed information or in- 
formation of a different character than that contained in 
our publications. A large part of this is covered in an 
elaborate system of special confidential reports pre 
pared, in each case, with the idea of supplying the data 
required by one who is especially interested in a particu 
lar company, or of affording information of a confiden- 
tial character which it would be unwise to print. The 
privilege of calling for a reasonable number of these 
special reports is included in the subscription to the re 
porting service. 





The cost of our Life Insurance Reporting Service has 
been fixed at ten dollars. We can give the service at 
this low figure only because of the large number of sub 
scribers. It is, in a sense, a co-operative movement by 
means of which each subscriber is able to obtain fora 
nominal sum expert advice in line with his business te 
quirements. 





To summarize: Best’s Life Insurance Service includes 
the last annual edition of “Best’s Insurance Reports: 
Life,” a subscription for one year to “Best’s Life Insur 
ance News,” and special confidential reports, as called 
for. Terms of subscription, ten dollars per year. Sample 
pages and further information furnished on request. 
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Legal Notes. 








INVESTIGATION OF NEW YORK INSURANCE 
DEPARTMENT. 

Under authority of the Moreland act, passed by the 
New York Legislature at its last session, Governor 
Hughes has appointed Matthew C. Fleming, an at- 
torney of New York city, to make an investigation of the 
State Insurance Department. Mr. Fleming was an as- 
sistant when Governor Hughes and James McKeen, as 
attorneys for the Armstrong Committee, investigated 
the insurance companies in 1905. 

It is stated that the inquiry will be started by Mr. 
Fleming on or about September fifteenth. 

The Moreland act authorizes Governor Hughes at 
any time, either in person or by one or more persons 
appointed by him, to examine and investigate the man- 
agement and affairs of any department, board, bureau, or 
commission of the State Government. The Governor 
and the persons so appointed are empowered to sub- 
poena and enforce the attendance of witnesses and to 
require the production of any books or papers that may 
be deemed relevant or material. 

The Albany correspondent of the New York “Times” 
makes the following statement in regard to the ap- 
proaching inquiry: 

“It was announced at the Executive Chamber that 


Mr. Fleming would deal with all matters affecting the | 


insurance department now before the Governor. It is 


said that Governor Hughes wishes Mr. Fleming to | 


make the fullest examination possible, and by the re- 


port he submits the Governor will be guided in his | 
Gov. Hughes, it is also said, will be | 
most pleased if the Insurance Department is found to | 


future course. 


be conducted as it should be. He is said to have no 
animus in the proceeding, but that he could not refuse 
to take cognizance of the charges made against Mr. 
Kelsey, which asserted that he had permitted the Metro- 
politan Life Insurance Company to discriminate in its 
business. 

The appointment of Mr. Fleming was received with 
general satisfaction here yesterday by those who had 
followed the insurance investigation. As associate coun- 
sel with Gov. Hughes to the Armstrong Investigating 
Committee in the fall of 1905, Mr. Fleming proved him- 
self invaluable to his chief by his ability to dig out 
facts upon which Mr. Hughes might conduct his ex- 
aminations. 

“To his work were due most of the revelations regard- 
ing the “yellow dog” funds, which Andrew C. Fields 
handled in the Mutual Life and the inter-relation of the 
three big companies with respect to handling legislation. 
When Francis Hendricks finally quit the insurance 
department, efforts were made to have Mr. Fleming 
accept the appointment as Superintendent of Insurance, 
and the late Gov. Higgins was ready to make the ap- 
pointment if Mr. Fleming should accept. The demands 
of Mr. Fleming’s law practice were such at that time, 
however, that he could not consider it, and the appoint- 
ment of Supt. Kelsey followed. 

“It is believed that there will be plenty of work 
for Mr. Fleming under his commission. During the 








campaign which resulted in the election of the adminis- 
tration tickets in the Mutual and New York Life In- 
surance Companies charges were repeatedly made to 
Mr. Kelsey by the International Policyholders’ Com- 
mittee that the agency forces of the two companies 
were being used for electioneering, but the State Super- 
intendent never took other cognizance of the situation 
than to acknowledge the receipt of communications, save 
in one case where an agent in Albany was warned to 
desist in his practices. 

“Complaints have been made to Gov. Hughes of many 
other matters connected with the management of the 
large companies, notably with respect to the dividend 
policy pursued, which, it has been alleged, is in violation 
of the interests of the deferred dividend policyholders 
and unduly favorable to the holders’ of the new annual 
dividend policies. It has also been asserted that Supt. 
Kelsey has never actually reorganized his department, 
and has not started any suits against Directors of the 
former regime, said to have been implicated in the 
disclosures of mismanagement, to disqualify them from 
holding office again in an insurance company in this 
State.” 





NEW YORK INSURANCE RULINGS. 


The following rulings of the Superintendent of Insur- 
ance of New York are of value in their construction of 
Section 97 of the Insurance Law: 

Payment of Higher Commissions by General Agents. 

In connection with the first provision of that section, 
Mr. Dawson asked a construction with especial reference 
as to whether under the statute a general agent is per- 
mitted out of his own funds or out of funds borrowed by 
him for the purpose, to pay his soliciting agents sums 
of money in excess of the limitation. 

The ruling of the Superintendent was as follows: 


“August 20, 1907. 
“Mr. Miles M. Dawson, Consulting Actuary, 
“76 William Street, 
“New York, N. Y. 

“Dear Sir: 

“Your favor of the 1oth inst. has been received. 

“You ask for a construction of that portion of Section 
97 of the Insurance Law which reads as follows: 

“‘No domestic life insurance corporation shall in 
any ‘calendar year after the year nineteen hundred 
and six expend or become liable for or permit any 
person, firm or corporation to expend on its behalf 
or under any agreement with it (1) for commissions 
on first year’s premiums, (2) for compensation, not 
paid by commission, for services in obtaining new 
insurance exclusive of salaries paid in good faith for 
agency supervision either at the home office or at 
branch offices, (3) for medical examinations and in- 
spections of proposed risks, and (4) for advances to 
agents, an amount exceeding in the aggregate the 
total loadings upon the premiums for the first year 
of insurance received in said calendar year (calcu- 
lated on the basis of the American Experience Table 















































































































































































166 


BEST’S LIFE INSURANCE NEWS 


“aa 


' August, 1907, 





of Mortality with interest at the rate of three and 
one-half per centum per annum) and the present 
values of the assumed mortality gains for the first 
five years of insurance on the policies on which 
the first premium, or instalment thereof, has been re- 
ceived during said calendar year, as ascertained by 
the select and ultimate method of valuation as pro- 
vided in Section 84 of this chapter.’ ” 

“IT am of the opinion that this provision of the law pro- 
hibits the payment to a soliciting agent of any sum of 
money in excess of the limitation therein set forth. 

“Respectfully yours, 
“(Signed) OTTO KELSEY, 
“Superintendent.” 
Expense Allowances Under Section 97—Term Premiums. 
“August 19, 1907. 
“Mr. Miles M. Dawson, Consulting Actuary, 
“76 William Street, 
“New York, N. Y. 
“Dear Sir: 

“Your favor of the roth inst. relating to first year’s ex-- 
pense limitations upon term premiums, 
ceived. 





has been re- | 


“You ‘ask for a construction of Section 97, and par- | 


ticularly of the language at the close of the first sentence: 
and the present values of the assumed mortality gains 
for the first five years of insurance on the policies on 
“which the first premium or instalment thereof has been 
received during said calendar year, as ascertained by the 
select and ultimate method of valuation as provided in 


Section 84 of this chapter’ and with direct reference to | 


the amount which is set free for first year’s expenses un- 


—, 
— 


der this provision in the case of premiums on term pol. 
cies.” 

“IT am of the opinion that the law permits only such 
expense allowances as can actually be realized under the 
select and ultimate method of valuation; in the case re. 
ferred to not to exceed the ‘net annual premium on the 
term policy less the tabular cost of insurance by the se. 
lect and ultimate table up to the next anniversary of the 
policy.’ 

“Respectfully yours, 
“(Signed) OTTO KELSEY, 
“Superintendent,” 











There is only one way to learn the truth about in. 
surance companies. It costs ten dollars. It is worth 
that sum to be told all about your own company 
and about the other man’s company, as well; to be 
kept in touch with all developments in the insur- 
ance world affecting the reputation and stability of 
life insurance companies and to have the privilege 
of calling for special reports whenever’ desired. The 
way to do it is through 

Best’s Insurance Reports: Life. 

1907 volume to be issued Sept. 1 

Best’s Life Insurance News. 

A monthly paper. 
Best’s Reporting Service. 
Confidential—impartial—accurate. 


, 1907. 


Ten Dollars per Year. 

















TORONTO CONVENTION oF NATIONAL ASSOCIATION OF adhe: 


The eighteenth annual convention of the National 
Association of Life Underwriters was held at Toronto, 
Canada, on August 21, 22 and 23, its sessions follow- 
ing immediately after the adjournment of the Life Un- 
derwriters Association of Canada. Fifty-two local as- 
sociations are represented in the National Association, 
with a total membership of 2,454. About five hundred 
delegates were accredited to the Toronto Convention 
and a large proportion of these delegates were present 
at its sessions. 

The storm centre of the convention was, perhaps not 
unnaturally, the recent restrictive insurance legislation, 
particularly, that enacted in the State of New York. 

“Section 97” became a by-word and hot denunciation 
of that part of the law was a feature of 
session. The convention did not agree, we think, that 
life insurance was “doomed” even though the unpopular 
legislation remained on the Statute Books. 

An extract from the Report presented by the Secretary 
will indicate the character of the work of the associa- 
tion and its attitude generally upon problems now fac- 
ing the agents. 

“The issues involved in precipitate and unwise legis- 
lation have naturally concerned us most. The re-ad- 
justments by old line companies doing business in New 
York State on January I, 1907, in order to meet the con- 





UNDERWRITERS, AUGUST 21, 22, 23, 1907. 


each day’s | 





ditions imposed upon them and their agency forces by 
the so-called Armstrong Laws, constituted a most sé¢- 
rious hardship on thousands of the company represen- 
tatives throughout the United States and Canada, be- 
cause of the expense and compensation limitations es- 
pecially. This was followed by the introduction in many 
of the other 36 legislatures of the United States then in 
session, of a multitude ef insurance bills most injurious 
in charcter. Under the influence of organized effort, 
working largely through the medium of local associa- 
tions at the respective State capitals, the bulk of the pro- 
posed unwise legislation was either suppressed or mater- 
ially modified—Texas being the only State in which de- 
structive legislation was enacted, now known and referred 
to as the “Robertson Law.” Its impossible taxation 
features being especially iniquitous, resulting in the en- 
forced withdrawal of practically all of our old line com- 
panies from the State on July 1 last, with consequent losses 
to the insuring public andtotal destructiontothe agency 
organizations of Texas that can never be calculated. 
“Our attitude toward the suppression of “scheme insur- 
ance” in its various and numerous seductive forms, as 
declared against at St. Louis last October, has been 
most pronounced, and the rebate evil is being rapidly 
driven into oblivion through the direct influence of as- 
sociation agreements and _ revised anti-discrimination 
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laws. For an illustration of the former, I would refer 
you to the Pittsburg agreement, and the latter to the 
recently enacted anti-discrimination law of New York 
State as drafted by the Rochester Association at the 
suggestion of President McMullen, and which was so 
ably argued before the Assembly at Albany by Presi- 
dent McMullen and Mr. E. R. Putnam, of Rochester, N. 
Y., that it was passed by the legislature and signed by 
the Governor without hinderance. This bill, as passed 
by the New York legislature, is undoubtedly the most 
complete and comprehensive anti-discrimination law in 
the country, as it prohibits advisory board and stock 
schemes, and empowers the courts to compel the parties 
to the rebate to testify, especially providing that the 
testimony of either principal to the offense shall not be 
used against himself. 

“IT would also especially call attention to the newly 
codified insurance laws of Colorado, in which the Life 
Underwriters Association of Colorado so ably assisted 
Insurance Commissioner E. E. Rittenhouse and our 
William W. Booth, Second Vice-President of the Na- 
tional Association of Life Underwriters, who was a mem- 
ber of the Colorado Senate, in their work before the 
Legislature on this most excellent piece of legislation. 
This being another conspicious example of what can be 
accomplished by our local associations toward giving to 
the country wise and judicious insurance laws. 

“The extension movement has been carefully fostered, 
resulting in the organization and admission to our ranks, 
of associations in Texas, Arkansas and San Francisco, 
Cal. Utah having been admitted during the St. Louis 
Convention in October, 1906, although not mentioned in 





the official reports at that time, giving to us a member- 
ship of fifty-two associations in good standing beside the 
twenty subordinate associations composing the Life 
Underwriters Association of Canada, or seventy-two 
separate organizations.” 

The Convention elected the following as the officers 
and members of the Executive Committee for the en- 
suing year: 

President, Charles Jerome Edwards, of New York. 

First vice-president, Herbert C. Cox, of Toronto. 

Second vice-president, William H. Herrick, of St. Louis. 

Third vice-president, John W. Whittington, of Los 
Angeles. 

Secretary, Will A. Waite, of Detroit. 

Treasurer, Eli D. Weeks, of Litchfield, Conn. 

Members of executive committee for three years: 
Ernest J. Clarke, Baltimore; Lester V. Bailey, Worcester, 
Mass; Edmund E. Rice, Newark, N. J.; William P. Drap- 
er, Springfield, Mass.; J. E. Myers, Minneapolis, Minn.; 
Fred A. G. Merrill Buffalo, N. Y.; J. Putnam Stevens, 
Portland, Maine; John H. Quinlan, Newburg N. Y.; 
William Tolman, Bridgeport, Conn.; W. O. Cord, Day- 
ton, Ohio; John C. Drewery, Raleigh, N. C.; E. R. Put- 
nam, Rochester, N. Y.; George B. Cooper, Syracuse, N. 
Y.; F. E. Hitchcock, Springfield, Ill.; H. A. Craycroft, 
Dallas, Texas; H. L. Remmell, Little Rock, Ark.; E. H. 
Lestock Gregory, San Francisco; George H. Allen, 
Montreal, Can.; A. Homer Vipond, Montreal, Can. The 
Chairman of the Committee is Charles W. Scovel of 
Pittsburg. 

The principal speeches delivered at the Convention are 
reported in full elsewhere in this issue. 





Reports Upon Companies and Associations. 





BEACON LIFE INSURANCE COMPANY, 
SPRINGFIELD, ILL. 

This company was incorporated as an 
assessment life insurance association un- 
der the laws of Illinois April 15, 1907, and 
began business on that date. The follow- 
ing are the incorporators of the com- 





method. 


The company will value by the Ameri- 
can Experience Table and 3% per cent. 
interest on the straight modified prelim- 


inary term basis—a safe and economical | DeCourcy W. Thom, Baltimore, Md., presi- 


Following are the officers and directors 





| Princess Anne, Md., president Somerset 
National Bank; John S. Muliin, Jr., Wil- 
mington, Del., Jas. T. Mullin & Sons; 


dent Maryland Portland Cement Co., etc.; 
George W. Woolford, Cambridge, Md., 





pany: George M. Skelly, J. E. Molick, 
John Quinlan, W. H. Zewadski, all of | 
Springfield, Ill, and C. E. Hazlitt, of 


Rochester, Ill. 

The Insurance Department of Illinois 
advised us that it received no list of the 
officers and that no information had been | 
received regarding the underwriting ex- | 
perience and record of the men actively | 
connected with the company. 


THE CONTINENTAL LIFE INSUR- 
ANCE COMPANY, WILMINGTON, 
DEL. 

This company advised us that it ex- 
pects to commence business about Sep- 
tember 1, 1907, with an authorized capital 
of $1,000,000, divided into 100,000 shares. 
It will not begin business, however, until 
$100,000 of its stock has been paid in at 
$12.50 per share. It states that the entire 
Proceeds, amounting to $125,000, will 
80 into the treasury without deduction 
for any kind of commissions or organiza- 
tio expenses, other than the necessary 
legal fees for preparation and filing of 


, Cooper, 
| president Denton National Bank, 
| 2nd vice-president, George E. Saulsbury, 








charter. 





of the company: President, Philip Bur- 
net, Wilmington, Del., president Delaware 
Association of Life Underwriters, now | 
general manager National Life Insurance | 
Company; vice-president, Harvey L. 
Denton, Md., Attorney-at-law, 
etc. ; 


Wilmington, Del., now associate general 
manager National Life Insurance Com- 
pany; treasurer, L. L. Dirickson, Jr., 
Berlin, Md., president First National 
Bank, etc.; medical director, Dr. P. W. 
Tomlinson, Wilmington, Del., president 
State Medical Examining Board; counsel, 
William F. Kurtz, Wilmington, Del., at- 
torney-at-law; secretary and assistant 
treasurer, John D. Kurtz, Wilmington, 
Del., expert accountant and auditor; Dr. 
Hiram R. Burton, Lewes, Del., member 





of Congress, 2nd vice-president American 
Medical Association; James E. Ellegood, 
Salisbury, Md., attorney-at-law, director | 
Farmers and Mechanics Bank; Dr. | 
Charles M. Ellis, Elkton, Md., president | 
National Bank of Elkton, etc.; Wilbur W. 


| 
Hubbard, Chestertown, Md., president | 


president Eastern Shore Trust Co., etc. 


FRATERNAL MYSTIC CIRCLE, PHILA- 
DELPHIA, PA. 


On page 134 of our June issue, we pub- 
lished the Articles of Agreement between 
the Fraternal Mystic Circle and the 
American Guild by which the former so- 
ciety absorbed the latter. These agree- 
ments were dated May 27, 1907. 

At the suggestion of the Insurance De- 
partments of Virginia and Pennsylvania 
and in order to further protect the mem- 
bers and beneficiaries of deceased mem- 
bers of the American Guild, the Supreme 
Executive Committee of the Supreme 
Ruling of the Fraternal Mystic Circle 
passed the following resolutions amenda- 
tory of and supplementary to the original 
contracts: 

“Whereas, The Supreme Ruling of the 
Fraternal Mystic Circle, by contracts 
dated May 27th, 1907, assumed the cer- 
tificates of the living contributing mem- 
bers of The American Guild, and also 
undertook to perform certain services in 


| Hubbard Fertilizer Co.; Joshua W. Miles, the liquidation of the outstanding obli- 
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gations of the said The American Guild, 
and, 


“Whereas, the Commissioner of Insur- | 


ance of the State of Virginia has sug- 
gested that the provisions of said con- 
tracts be made more definite and certain, 
and also suggested that the said The Su- 
preme Ruling of the Fraternal Mystic 
Circle set forth the plan to be pursued 
by it as to the living contributing mem- 


bers and the beneficiaries of dead mem- | 


bers of the said The American Guild; 

“Resolved, that the assessments re- 
ceived after May 27th, 1907, by The Su- 
preme Ruling of the Fraternal Mystic 
Circle from the former members of The 
American Guild shall be divided into two 
funds, viz.; Expense Fund and Mortuary 
Fund. 

“That the Expense Fund from the re- 
ceipts received from the former members 
of The American Guild shall be the same 
as the Expense Fund taken from the mem- 
bership of the Fraternal Mystic Circle,i. e. 
25c. per thousand dollars of insurance 
paid for each month; that this fund shall 
be used for the payment of legitimate 
and proper expenses of the said Order, 
and the American Guild obligations 
chargeable to the Expense Fund. 

“That the balance of all assessments, 
after deducting the Expense Fund, shall 
constitute a Mortuary Fund, and this 
fund shall be used only to pay the death 
and disability claims of beneficiaries of 
deceased members of The American 
Guild. 

Further Resolved, That the liabilities 
of the said The American Guild men- 
tioned in Schedules “A” and “B” re- 
ferred to in the contracts dated May 27th, 
1907, shall be divided into two classes, 
viz: 

‘l1—Mortuary obligations, comprising 
all unpaid claims and the present value 
of all instalments due or to become due 
under instalment certificates issued to the 
beneficiaries of deceased members of the 
said The American Guild, or any Society 
reinsured by it. 

“2—Expense obligations, comprising all 
obligations of the said The American 
Guild other than those hereinbefore men- 
tioned. 

“That the assets received from The 
American Guild shall be credited to the 
Mortuary Fund, and shall only be used 
in the liquidation of Mortuary obligations 
as they become due or shall be held in 
trust for the payment of such obligations 
to become due under instalment con- 
tracts. 

“And be it Further Resolved, That the 
said The Supreme Ruling of the Fraternal 
Mystic Circle does not believe to be legal 
and valid the claims of C. E. Corlett, of 
Aurora, Ill, and will resist payment of 
same, and that as to the sum claimed 
to be due to the Security Loan and Trust 
Co., there shall be paid only the sum 
found to be due (not including any com- 
missions for services in connection with 
the reinsurance of the Modern Puritans) 
to the beneficiaries under the contract 
between The American Guild and said 
Security Loan and Trust Co. for obliga- 
tions assumed by them for legitimate and 
proper expenses of the Modern Puri- 


tans as per letter to the Security Loan | 


and Trust Co., dated July 23, 1907. 


} 


“That no commissions shall be paid to 
any of the officers of The American Guild 
in connection with the reinsurance of 
The American Guild with the Fraternal 
| Mystic Circle; and that no salary shall 
be paid to any former officer of The 
American Guild as such. 

“That the acceptances issued by The 
American Guild on account of anticipated 


Supreme Governor, and deposited as col- 


tion for personal obligations of said S. 
Galeski, shall not be recognized as a lia- 
bility of The American Guild and pay- 
ment of same, if demanded, shall be re- 
sisted. 

“And, whereas in violation of its char- 
ter and by-laws, The American Guild is- 
sued certain policies on which they agreed 
to collect no further premiums after the 
issuance of same, and in view of the 
further fact that this reinsurance cov- 
ered only the living and contributing 
members, and in recognition of a moral, 
but not a legal, obligation to these mem- 
bers, therefore be it 

“Resolved, That the holders of these 
certificates may upon application within 
90 days from date become contributing 
members of the Fraternal Mystic Circle 
by paying the rate of assessment for the 
attained age on the plan of insurance is- 
sued to them. 

“And, be it further 

“Resolved, That when, and as soon as 
the amount set aside to meet the Mor- 
tuary obligations to The American Guild 
beneficiaries shall equal the present value 
at such time of such obligations, com- 
muted at a rate of interest equal to that 
earned by the funds comprising same, in 
any event not to belowerthan 4 per cent. 
per annum, then said Supreme Ruling of 
the Fraternal Mystic Circle shall assume 
all the said Mortuary obligations from said 
American Guild and this agreement as to 
such obligations shall cease and deter- 
mine. 

And be it further 


salary or otherwise of S. Galeski, former | 


| The American Guild. 
| lateral with any person, firm or corpora- 


| consent of the Insurance Commissioner of 
| Virginia.” 





vee 


— 


resolutions without the knowledge ang 


“The following effects of these resoly. 
tions are worthy of particular mention: 

“1.—The same expense allowance wil} 
be deducted from the assessments of 
Guild members and original Fraterna} 
Mystic Circle members, and this expenge 
allowance is lower than that taken by 


“2.—The liabilities of The American 
Guild, chargeable to the Expense Fund, 
will be paid from that fund, and not from 
the Mortuary Fund as improperly pro- 
vided in the original agreements, 

“3.—The assets received from The 
American Guild and the assessments for 
the Mortuary Fund will be applied only 
to the payment of Mortuary obligations, 
and the fund will be used for the pay. 
ment of all beneficiaries alike. 

“*4..-_No commission will be paid by the 
Fraternal Mystic Circle for the reinsur- 
ance of The American Guild, and such 
obligations of The American Guild, trang. 
ferred to the Fraternal Mystic Circle, as 
are for such commissions in previous re- 
insurace transactions will not be recog- 
nized. The disallowance of these and 
several other improper items in the 
schedule of liabilities will result in a 
material saving for the Society. 

“5.—The American Guild members will 
not be deprived of the benefit of new 
members received, but all reasonable ef- 
fort will be made to increase the member- 
ship in the Rulings composed of former 
Guild members.” 

The above resolutions were passed in 
order to cover certain objections to the 
reinsurance agreements which the report 
of May 27, 1907, brought out, and the fol- 
lowing quotation is a summary of these 
resolutions: 

“Under the reinsurance contracts as 








above modified, the living members, and 
the beneficiaries of deceased members of 


| The American Guild, by reason of the re- 


“Resolved, That the amounts due from ' 


the Mortuary Fund to the American Guild 
beneficiaries shall be considered a liability 
only to the extent of the balance in the 
same fund, for which balance the Fra- 
ternal Mystic Circle shall be given credit. 

“Further Resolved, That all reasonable 
efforts be put forth to increase the mem- 
bership of the various Rulings now com- 
posed of former members of The Ameri- 
can Guild, to the extent that the expense 
funds of said Order will permit, the same 
as among the membership of the F. M. 
Cc. 

“Further Resolved, That for the pur- 
pose of a proper accounting a separate 
set of books of account shall be kept of 
the receipts and disbursements of the 
business pertaining to the former mem- 
bers of The American Guild, and which 
books of account shall be subject to the 
inspection of the Insurance Departments, 
the same as any other books of accounts 


kept by said Order; and that all officers | 


handling or disbursing funds shall be 
properly and fully bonded in some reliable 
surety company; and, 

“Further Resolved, That The Supreme 
Ruling of the Fraternal Mystic Circle 
| shall not alter or amend the foregoing 


duction in the proportion of assessments 
used for Expenses, and by further reason 
of the greater financial strength of The 
Supreme Ruling of the Fraternal Mystic 
Circle, are protected more fully than they 
would have been in The American Guild.” 








METROPOLITAN LIFE INSURANCE 
COMPANY, NEW YORK. 


On August 9, 1907, this company sub- 
mitted its proposed modified endowment 


with life option and guaranteed increased 
endowment policies to the Superintendent 
of Insurance of New York. These poli- 
cies are non-participating, as the com- 
| pany can write only non-participating 
| insurance, but the company guarantees 
|on its guaranteed increased endowment 
| policy, an increased endowment payable 
at the end of twenty years if insured is 
living. On the modified endowment with 
life option policy, the insured is given an 
option of cash settlement at the end of 
twenty years. Subscribers wishing to 
| know the general conditions and provi- 
| sions of these policies may call upon us 
| and we will be glad to explain the differ- 
ent points in detail. 
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NATIONAL LIFE 
PANY OF THE U. S. A., CHICAGO, 
ILL. 

An examination of this company was 
completed and 


INSURANCE COM-/| bonds included in the report. 


The company also owns and operates 
the building known as the Columbus 


| Memorial Building, the capital stock of 


report submitted to the) 


Insurance Superintendent of Illinois June 
4, 1907, covering the period from Decem- | 


ber 31, 1904, 


to December 31, 1906. A | 


thorough checking of deferred and un- | 
collected premiums was made to prove | 


the accuracy 
ules from which this item was carried 
into its statement. The accuracy and 
integrity of the Department policy sched- 
ules on which its reserve liability was 
computed were checked and verified. It 
was found that the items of income, “in- 
terest on ail other debts,”’ $12,040.33, in- 
cluded $11,100 of commissions on loans 
made by the company. 
portion of this item was interest on 
notes given by agents. 

In regard to the real estate holdings 
of the company it was found that it has 
been the policy of the company to dispose 
of its unproductive real estate holdings 
as rapidly as it can do so to advantage. 
The market value of the real estate at 
the end of 1906 was $337,043.42. Since the 
examination previous to this a number 
of pieces of real estate have been sold 
by the company for the aggregate sum of 
$45,771.83, which were carried in the 
statements at an aggregate valuation of 
$48,101.27. In addition the company has 
marked off to profit and loss during this 
period values of its real estate aggregat- 
ing $14,125.42. 

The mortgages amounting to $1,782,562.- 
50 comprise loans secured by mort- 
gages or trust deeds on real 
estate in Illinois, Indiana, Iowa, Kansas, 
Oklahoma, Washington and Wisconsin. 
These securities are considered as ac- 
ceptable investments with satisfactory 
security. They are nearly all on deposit 
with the Insurance Departments of re- 
spective States. 

The policy loans were checked and 
compared with the reserve on the policies 
and were all found to be within the re- 
serves; premium notes likewise. 

Bonds and Stocks. 

The company owns all the stock of 
the National Life Building Company, $1,- 
000,000 par, carried at a market value of 
$2,000,000, and all the bonds of the same 
company ($1,000,000) which are secured 
by trust deed on the property, the build- 
ing company owns the home office 
building of the insurance company. 
The examination shows that the net in- 
come of the building during 1906 paid 
a dividend of 8.8 per cent. on the par 
value of the stock. 

Col. H. S. Dietrich, the real estate ap- 
praiser of the Illinois department to 
whom a sworn statement made by the 
President of the building company of the 
income and disbursements of such com- 
Pany for 1905 and 1906 was submitted, 
stated, that taking the figures contained in 
the said sworn statement as a basis, to- 
gether with his knowledge of the lands 
and the improvements thereon, he is of 
the opinion that the property in question 
is a safe investment for the insurance 
company at a valuation of $3,000,000 
which is the valuation represented by 
the market value of the stock and 


of the company’s sched- | 


which is $1,000,000. At the last appraisal 
in 1900, the building was valued at $3,- 
000,000. 

The insurance company owns the en- 
tire stock of the Fidelity Safe Deposit 
Company which is paying a dividend of 
4 per cent. 


existing indebtedness of $150,000 sustained 


this value of the stock. A valuation of | 


the building has been made and a value 
is placed at $344,225, which after deduct- 
ing the mortgage of $150,000 would give 


80 per cent. of the par as the value of | 


| the stock on the basis of the sworn 


The remaining | 





statement of the deposit company. 

The other items of stock owned are 
of well known interests and the market 
values claimed by them are supported by 
quotations of standard financial publica- 
tions. 

The bonds owned include bonds of the 
National Life Building Company, Deering 
Coal Company and Semler Milling Com- 
pany, acquired since the last examina- 
tion. According to the last published 
statement of the Deering Coal Company 
March 31, 1906, its capital stock is $5,- 
000,000—bonds outstanding $4,832,000— 
other liabilities $819,312.83, with assets 
of $10,810,883. 

The Semler Milling Company is an 
Ohio corporation located at Hamilton, O. 
The National Life owns the total issue 
of the bonds of this company, which bear 
5 per cent. interest. 

The calculation of accrued interest and 
rents was found to be correct, excepting 
that a small difference was found in 
accrued interest on mortgages. 

The item entered in liabilities of the 
statement as ‘“‘amount set aside on de- 
ferred dividend policies’’ $215,343.51, is the 
amount of savings or profit fund' ac- 
crued to December 31, 1906, on endowment 
bond contracts issued by the National 
Life and Trust and those of the Se- 
curity Life and Savings reinsured by 


it, all of which were assumed by the Na- 


tional Life, U. S. A., through reinsur- 
ance. On December 31, 1906, the amount 
of these bonds in force was $5,345,403.66, 
carrying a reserve liability of $1,902,150. 
The method of annually calculating the 
amount accruing to this fund employed 
by the company was found to be cor- 
rect. 

The examiners found that of the Na- 
tional Life Company Building bonds own- 
ed by the company, $600,000 were on de- 
posit with the Insurance Department of 
the State of Iowa at the end of 1906 
for account of the National Life and 
Trust policyholders. Since that date, 
$300,000 more of these bonds have been 
deposited there for the same purpose. 

In general, the character of the assets 
of the company shows considerable im- 
provement since the last examination. 
A number of the securities then objected 
to have been disposed of. The total 
ownership by the company of the Nation- 
al Life Building, which is now the case, 
is more satisfactory than the ownership 
of an equity only as was formerly the 
case. The wisdom, however, of investing 





The appraisal of this build- | 
ing in 1900 at $400,000 after deducting an | 


in bonds subject to such fluctuations of 
|; value as have been sustained by the 
Deering Coal Company bonds may prop- 
erly be questioned. Furthermore, invest- 
| ments in securities of this character are 
only permitted by law subject to the ap- 
| proval of the Insurance Superintendent. 
it was found that salaries paid officers 
are not extravagant, that the company 
| has experienced a low rate of mortality 
for the last two years, that the expenses 
of management during 1906 show a ma- 
| terial reduction as compared with those 
of 1905 and that the acquisition of new 
| business has been attended with the same 
| high cost incurred by other similar com- 
'panies under the conditions prevailing 
in the past. This condition has received 
the attention of the management of the 
company and a readjustment of commis- 
sion rates and expenses is being made to 
reduce this cost. 


| OLD COLONY LIFE INSURANCE COM- 
PANY, CHICAGO, ILL. 
| This company was formerly the Ameri- 
| can Mutual Life, of Chicago. Its original 
| charter was amended April, 1907, chang- 
ing the name and reducing the author- 
| ized capital from $500,000 to $100,000. 
| We are informed that the latter sum is 
| paid in in cash and deposited with the 
| State. Its license was granted June 18, 
| 1907, and it is operating only in Illinois 
| at present, on the non-participating plan, 
| and using the 3% per cent. basis of valu- 
| ation. The company has applied to Wiscon- 
| sin and Georgia, and willlaterenter Mis- 
| souri, Indiana, Kentucky and Tennessee. 
| We understand that the company has 
| now commenced business, but have not 
' been advised as to the exact date. 


| THE PEORIA LIFE INSURANCE COM- 
PANY, PEORIA, ILL. 

This company is reorganizing as an 
| old line company with an authorized 
| capital of $500,000 and expects to begin 
| business on that basis when $100,000 is 
| fully paid in and invested as provided by 
| the laws of Illinois. This is now the 
| Peoria Life Association, an assessment 
concern and was incorporated March 5, 
1902, and commenced business March 8, 
of that year. 

The prospectus of the company states 
that none of its stock will be sold for less 
| than $15 per share, with a par value of 
| $10. The company will be controlled 
| by a board of directors, nine in number, 
| all of whom will be stockholders. Follow- 
ing are the officers and directors: Presi- 
dent, E. J. Case; vice-president, Edward 
N. Woodruff; vice-president and general 
manager, G. W. Van Fleet; secretary 
Warren Sutliff; treasurer, George C. 
Clark; medical director, Dr. George W. 
Parker; attorneys, Wolfenbarger & May, 
and superintendent of agents, R. A. 
Shriever. E. J. Case, Sutliff & Case Co., 
druggists; president, Case & Kroenlein, 
wholesale saddlery; George C. Clark, 
president Horace Clark & Sons Co., mil- 
lers; president Clark Coal & Coke Com- 
pany, wholesale coal; Emmet C. May, 
Wolfenbarger & May, attorneys; Warren 
Sutliff, Sutliff & Case Co., wholesale 
druggists; Edward N. Woodruff, ex- 
mayor; president and manager Woodruff 
‘Ice Company and G. W. Van Fleet. 














PROVIDENT SAVINGS LIFE ASSUR- tions and provisions of this policy we 
shall be glad to furnish such information. 


ANCE SOCIETY, NEW YORK. 


| 
| 
On August 9, 1907, this company sub- | 
mitted to the New York Insurance De- | 
partment its proposed combined term | 
and renewable life policy. The form od 
drawn so as to comply strictly with the 
New York law and to enable the company 
to continue issuing a kind of policy| 
which it has used for many years. It | 
uses the form principally for term insur- | 
ance running for five years, at a term 
rate renewable at the end of five years, 
as an ordinary life or limited payment 
policy. The construction of the contract | 
permits the company to use term insur- | 
ance for one year or any other period | 
followed by life, limited payment or en- | 
dowment. Four other companies joined | 
| 
| 
| 
| 


lows: 
of grace, 


in the request made by the Provident 
Savings to have this policy standardized, 
two of them suggested that it be drawn 


companies. 
wish 


If 
to have 


any 


of our subscribers 
the details of the condi- 
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PRUDENTIAL INSURANCE COMPANY, 
NEWARK, N. J. 

This company has recently issued new 
forms of non-participating policies. 
has sent us samples of these policies 
together with rates and values on same, 
and if any of our subscribers wish infor- 
mation regarding them, we will be glad 
to explain in detail, the different points. 

A feature of this policy is its automatic 
premium loan provision which is as fol- 
“If any premium on this policy 
be not paid in cash on or before the date 
on which it is due or within the month 
the company will charge up 
such premiums, with 5 per cent. interest | 
in advance, against the then loan value 
of this policy as stated above, provided 
that any such loan value is sufficient and 
provided that written request to that ef- 
in such a way as to be suitable for par- | fect has been made by the owner hereof | 
ticipating as well as non-participating | at any time while there is no default in 

payment of any premium hereunder. Any | 
premium or premiums so charged against | 
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the loan value of this policy shall fy 
considered as a loan upon the policy and 
shall be subject to the same terms ang 
conditions as any loan made under the 
terms of the Special Privilege, ‘Cas, 
Loan or Premium Loan.’ ”’ 

The policy also provides for automatic 
extended insurance after three years, 


It 


REPUBLIC LIFE INSURANCE Cow. 
PANY, CHICAGO, ILL. 


This company was incorporated ang 
qualified to commence business August 
14, 1907, by the Illinois Insurance Depart. 
ment. It is a legal reserve company with 
$100,000 capital which has been paid in jp 
cash together with $10,000 surplus. We 
understand that this company was or. 
ganized by the Rhodus Bros., who also or. 
ganized the Central Life Securities Com. 
pany, of Chicago, Ill., which is the hol. 
ing company for the Republic Life: 4 
report upon the Central Life Securities 
| Company will be found on page 105 of 
our April issue, which should be read ip 
connection with this report. 














Addresses Delivered at Toronto Convention. 








Many of the addresses read at the sessions of the 
Convention were of high order. 
versial poynts were treated with some heat, the speeches 
showed both thoroughness of investigation and an in- 
telligent grasp of the situation. We regret that we have 


not been able to print all the speeches delivered: many | 


of those omitted were to the point and of value. The 
limits of space in this paper were such that it was nec- 
essary to omit some which we would otherwise have 
printed. 

One of the important items of business transacted at 
the Convention was an amendment to the Constitution 
defining membership in the National Association. The 
resolution is as follows: 

“Resolved, That the constitution be amended by sub- 
stituting the following for Article 9. 

Article IX. Membership—Any life underwriters’ 
or agents’ association now possessing membership 
in the National Association may continue to hold 
such membership, subject to conditions heretofore 
existing. New memberships, after the adoption of 
this amendment, shall be governed by the follow- 
ing: 

Any life underwriters’ or agents’ association con- 
sisting of the representatives of regular old line life 
insurance companies, shall be eligible to membership 
herein, on approval of its constitution and by-laws, 
by the executive committee, and the payment of an- 
nual dues and subscribing to the constitution and by- 
laws of this association. 

Provided, That the constitution or by-laws of the 
association seeking membership herein shall exclude 
from its membership the representatives of compa- 
nies which practise company management or con- 
trol through separate promoting or managing com- 
panies not responsible to or controlled by policy- 
holders and the insurance department and also ex- 


Even where contro- | 








cludes the representatives of companies which use 
the “advisory board” or “agency conipany” or “stock 
with policy” schemes, or any plan or combination 
by which anything but a legitimate feature of a life 
insurance policy is offered as an inducement to take 
insurance or who depart in any way from the true 
old line principle of a scientifically adequate reserve 
consisting of genuine assets. 


“Resolved, That the National Association of Life 
Underwriters, in view of the notable- increase in the 
number of life insurance companies recently organized, 
deems it timely to place itself on record, as extending 
the right hand of fellowship, now, as heretofore, to the 
agents of all properly conducted, genuine, legal reserve 
companies, new and old, doing business anywhere in the 
United States or Canada, and at the same time recom- 
mends that all local associations should exercise special 
care not to admit to,their membership agents of those 
companies that by devices of corporate form, seek to 
evade responsibility and accountability; or that inflate 
their assets by the device of ante-dating policies of new 
insurance or otherwise; or that practice extravagance un 
der the cloak of valuation decrees; or that indulge in 
board or stock schemes or other deceptive and irregular 
field practices; or that are promoted or managed by men 
of questionable integrity and good faith.” 

The convention also adopted an amendment of the 
constitution providing for the admission to full member 
ship of women’s associations. Mrs. Shoal, President of 
the New England Women’s Association, expressed het 
appreciation of the concession, and pointed out that there 
was a growing field in the insurance business for women. 

Two resolutions were passed, having for their object 
the exclusion of agents of companies carrying on it 
legitimate business or indulging in irregular field prac 
tices, while another resolution condemned restrictive legi* 
lation and favored complete publicity and accountability. 
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FOOLING THE PUBLIC—THE PENALTY: HON. E. E. RITTENHOUSE. 


A frank, straightforward and able address—Comissioner Rittenhouse has demonstrated in his 
official work his familiarity with the problems of life insurance. 
ate in having him present at its deliberations. 


The Convention was fortun- 








ADDRESS OF HON. E. E. RITTEN- | 
HOUSE, | 





Insurance Commissioner of In- 
surance for Colorado. | 
| 


Deputy 





Fooling the Public—The Penalty. 

A year ago life insurance men general- | 
ly were seriously alarmed at the danger | 
which seem to threaten in the then ap- 
proaching sessions of about forty legis- | 
latures in the United States. 

To-day these two score law-making 
bodies have met and adjourned, and if | 
I am correctly informed, radical insur- | 
ance legislation was enacted in but two | 
of them. The refusal of 38 out of 40) 
States to follow the lead of New York, or 
to be swayed by the yellow press, offers 
the ‘pest proof that the tendency of our 


people is toward sane and reasonable 
insurance regulation. New laws were 
needed to correct certain evils, but) 


heroic methods should only be applied 
when ordinary methods fail. Instead of | 
spreading to other States I believe the | 
harsh and oppressive features of the | 
laws pased in the radical States will be 
either modified or repealed in the near 
future. 

Some laws need correction, and certain | 
insurance practices need reforming. 
With the help of such vigorous organi- 
zations as the Life Underwriters we will 
get both. The world is still moving 
ahead, and the institution of insurance 
is keeping pace with it. Life insurance 
is being perfected and better managed 
every day. 

We must judge our lawmakers, com- 
missioners and insurance men not by the 
acts of the minority who do wrong, but 
by those of the majority who do right, 
and it is to the powerful majority of in- 
Surance men who are right that I ad- 
dress myself to-day, with the hope of 


, inducing them to repair the injuries in- 


flicted by those who are wrong. | 

We cannot fool the public in insurance | 
without Saying the penalty. The cost of 
State superyision and the loss of public 
confidence are two of the penalties we are 
now paying for this offense. If our insur- | 
ance laws and State supervision have 
Proved annoying and burdensome to in- 
Surance officials and to policyholders, it 
must be remembered that they were 
made necessary and called into existence 
by insurance men who did wrong, “1 
though, as usual, the burden falls with | 
equal severity upon those who did right. | 

From data gathered from the different | 
departments I find that the cash penalty 
Paid through Insurance Departments in 
the United States last year in fees and 
Special taxes was, in round figures, $12,- 
000,000. 

That portion of this ‘enormous annual 
Penalty which exceeds the cost of oper- 


| plan embodied the twin evils of rebating 


ating the insurance departments, is, to 
my notion, uncalled for and unjust. It 
discriminates against those who are try- 
ing to save and provide for the future 
of their dependents by making them pay 
double taxes. 

But the people themselves have levied 
these double taxes and seem to be satis- 
fied with them. 

Unfair Inducements. 

Among the present-day schemes. to 
fool the public which have attracted 
more than usual attention during the 
past two or three years are the special 
contract and agency stock plans. 

Owing to the initiative taken by life 
underwriters in securing in many States 
the adoption of the anti-rebate law sev- 
eral years ago, and largely to the activ- 
ity and influence of the members of your 
organization in recent years, the special 
or advisory board contract has been pro- 
hibited in nearly all the States. This 





and unjust discrimination. These evils 
were so adroitly concealed that it took 
several years for our lawgivers and com- 
missioners to discover and actively op- 
pose them. The companies that have 
used these inducements find that they | 
become a very heavy financial burden in| 
a very few years. It cannot be said that | 
danger from these sources is entirely 
eliminated, for certain companies have 
included a special contract provision in| 
some of their policies. Such of these con- 
tracts as have come to my attention 
still contain the element of unjust dis- 
crimination. While you are to be con- 
gratulated upon the splendid fight you | 
have made against this scheme to fool | 
the public, the tail of the snake is still | 
wriggling and needs watching. 
The Agency Stock Plan. 

The agency stock plan of fooling the | 
public which has also been ruled against 
by a number of commissioners, is more | 
modern, more plausible, and, therefore, 
more dangerous than the special contract. | 
The success of the agency stock plan is 
based upon the theory that by placing the 
agency department of an insurance com- 
pany under another corporation econo- 
mies will be effected in the production of 
business and that these savings will go | 
back to the policyholders in the form of | 
large, luscious dividends upon the agency | 

| 





stock. Another theory, which is still 
more plausible, is that by scattering | 
special contracts or stock among the pol- | 
icyholders they will develop extraordin- | 
ary zeal in securing new business. 

This theory has not been sustained by 
experience. Some of these companies 
have done a large business, but this 
business has not been induced by those 
holding the stock, but by the company 
which has given stock to get it. 

At the outset, the chief asset of most 


companies using this plan, besides the 
names of a few prominent men who are 
usually induced to take stock, is their 
own estimates or promises of the size 
of these profits. 

I do not believe it possible for two or 
three corporations to conduct an insur- 
ance business cheaper than one can do 
it. 

So far as I am informed, this plan is, 
with few exceptions, confined to new 
companies. The actual experience of 
those companies which I have looked into 
shows an increase above the ordinary 
expenses instead of the promised de- 
crease. 

One of the most serious objections to 
this scheme is that it opens wide the door 
to deception and fraud, and there is 
plenty of evidence that this opening has 
been freely used. The most extraordin- 
ary estimates of profits were issued,— 
estimates which, to any thinking man, 
must seem utterly absurd. The returns 
promised upon the premiums, in addition 


| to the insurance, I have found to run up 
| to 250 per cent. per annum and in an 


exceptional case to over 500 per cent. per 
annum. For the full period on 20 pay- 
ment policies they often run up into the 
thousands per cent. 

I have here a book of printed esti- 
mates showing the probable returns on 
the premium investment from the insur- 
ance company and the agency stock com- 
pany. At age 38 on a $10,000.00 policy, I 
find the returns estimated from the 
agency stock company are-so high that 


| they reduce the total premiums for the 


20 years to $64.00 while the insurance 
company estimates its profits and sur- 
render value to be $7,630.00. This shows 
the tidy return of 11,922 per cent. on the 
investment of $64.00, besides the insur- 
ance. 

Why worry about low commissions 
when such opportunities confront you? 

But this is not all. The estimated 
value of the stock of the agency com- 
pany at the end of that period, as stated 
by the solicitors under instructions, 
raised this estimated return to about 21,- 
000 per cent. for the 20 year period. 

I received this book not from some small 
wild-cat promoter of a mushroom com- 
pany, but from the vice-president of a 
prosperous and well-established company, 
which regarded itself as eminently re- 
spectable. This is the highest estimate 
I have found, but I presume there are 
others of which I am not informed that 
are equally extravagant, and perhaps 
worse. It is but fair to say that the use 
of this estimate book to which I refer 
was abandoned, at the request of an In- 
surance Department. 

While uninformed men may go into them 
with the best of motives, it seems to me 
that deception is one of the essential fea- 
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tures of such agency stock plans, becatise 


unless promises of extraordinary profits | 


are made, the concern will do no more 
business than an ordinary company, and 
we all know that the financial depart- 
ments of the old line insurance companies 
are earning every dollar possible on the 
money they receive from the public with- 
out speculation with it, and speculation 
with insurance funds is not permitted by 
the State. Is it not just as wrong to in- 
troduce the speculative feature into pro- 
curing the policyholder’s money as it is 
to use it in investing his money after it 
is received? Life insurance is entirely 


too serious and sacred a proposition to be | 


linked with a gambling device of any sort. 

But laying aside the deceptive methods 
which we know are connected with most 
of these agency stock plans, let us look 
at another phase for a moment. In some 
instances a holding, or securities company 
is organized to own or control the stock of 
the insurance company and of the agency 
company. LEither under the three-cor- 
poration or the two-corporation plan the 
functions of the insurance company are 


| protect it against such impositions as 
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directly in conflict with sound public 
policy and no State is justified in ad- 
mitting any company which uses either 
plan. Surely, if we are to win and hold 
the confidence of the public, we must 


these. 
Loss of Public Confidence. 
The most serious penalty for fooling 
the public is found in the Great Army of 
the Uninsured who have been driven or 





| frightened away from the insurance fold 


divided into two parts—the agency cor- | 


poration soliciting the business and the 
insurance company paying the 
benefits. 
important duties of a life insurance com- 
pany is placed in the hands of an outside 
corporation, for the solvency and integ- 
rity of which the insurance company is 
not responsible, and over which the in- 
surance Commissioners in most States 
have no authority or supervision. 

To capitalize one of its liabilities, to 
issue stock and promise thereon large 
dividends which are to be made from 
company funds set aside for expenses, is 
scarcely a function of a legitimate insur- 
ance company. 

There is no sound reason for the man- 


death | 
By this means one of the most | 


| was sanctioned and encouraged by some 


| ises of profit that were known to be ut- 


agement of an insurance company, if it | 
is competent, to turn any of its mana- | 
gerial duties over to another corporation. 


But a holding or agency company may do | 


things which it is unlawful for an insur- 
ance company to do. An insurance com- 
pany is obliged to keep its capital fully 
paid up in cash, the holding or agency 


| to policyholders. 


company may pay up any portion of its | 


capital it sees fit and use the rest for 
speculative purposes. In fact, there are 
no laws requiring insurance companies 
to protect themselves by bonds from such 
auxiliary corporations, nor are these laws 
regulating the capital, 
the solvency or the methods of such 
agency corporations. 

An insurance company which cuts it- 
self in half, leaving one half subject to 
State supervision and placing the other 
half beyond the reach of the insur- 
ance laws is not an insurance company 
in the sense that the law and the people 
understand and recognize the term. This 
scheme is to be condemned because of 
the deception and fraud which it en- 
courages, and which usually goes with 
it, because it introduces the speculative 
and gambling feature into insurance, 
which is immoral and destructive, and 
because it is devised to evade the laws 
enacted for the protection of the public. 

From my point of view, both the special 
contract and the stock inducements to 


| end justifies the means.” 


| 

| 

| the unfair element among insurance men. | 
| 

| 

| 

| 


| tions to the solicitor seem to have been— 
the investments, | 


by the sensational press and by the de- 
ceit and misrepresentation practiced by 


It is true that sensational writers and 
speakers have magnified the wrongs 
committed by insurance men and by in- 
surance companies, and spread abroad 
misstatements which have brought much 
condemnation upon the just which was 
merited only by the unjust, but we can- 
not get away from the fact that most of | 
the difficulties encountered in soliciting | 
to-day are due to the wrongs committed | 
by those who have thought they could | 
fool the public without paying the pen- 
alty. The oppressive laws of which you 
complain to-day are directly due to the 
work of these wrong-headéd insurance 
men. 

It has not been so many years since 
the practice of deception and misrepre- 
sentations in procuring life insurance 
was in varying degrees, well-nigh uni- 
versal in the United States. And what 
is worse, this method of securing business 


of the largest and best known companies 
on the continent. I shall not attempt to | 
list the various forms in which the de- 
ception was practiced. It included offi- 
cial announcements of estimates or prom- 


terly impossible of fulfillment, and of | 
other forms of false pretense. | 

The outrageous waste and extrava- 
gance in the handling of policyholders’ 
money by the reckless element among 
company Officials has caused serious loss 
But such loss has been 
of little consequence compared to the | 
legacy of public enmity and antagonism 
to life insurance which these misguided 
gentlemen have left you as a result of 
the deception, and in many instances, of 
fraud which they practiced on the public 
in procuring insurance. Their instruc- 





“Get him by fair means or foul, 


ance is a good thing—too good to be pro- | 
cured by falsehood. Everybody should | 
be insured, but only by fair and honor- | 
able means. | 

The average policyholder may soon for- 
get the fact that an official of his com- | 
pany has wrongfully disbursed a large | 
sum from the common fund, because the 
policyholder’s proportion of the loss is 
likely to be so small that he will not feel 
it. When, however, under cover of an 
appeal to his most sacred sentiment— 
love of his own—he has been deceived, | 
tricked and imposed upon by the repre- | 
sentatives of a company, he naturally | 
takes it as a most humiliating personal | 
affront, and an enemy has been made, not 


We all know they were wrong. Insur- | 
| 
| 
| 


life insurance are wrong in principle and | only for the company interested, but, in 


| the situation urgently demands a remedy, 


| this evil, 
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many instances, for life insurance ag an 
institution... Nor does he readily forget 
the wrong. It is a matter of common 
knowledge among insurance men that 
there are an enormous number of people 
who, while they may have the utmost 
confidence in the solvency of their com- 
panies, still bitterly complain of the fact 
that they were deceived as to the na- 
ture or the provisions of their policy con- 
tracts, or were otherwise fooled by the 
company or its agents. These people 
tell their troubles to their friends, and 
even though many years may have 
elapsed, they continue to condemn in- 
surance men on general principles when- 
ever the question of insurance happens 
to come up. 

These are not pleasant things to say, 
but they are true. This unfriendliness 
and antagonism to insurance exists, and 


We cannot afford to deceive ourselves up- 
on this point if we are going to face the 
problem and solve it. 

The Army of the Uninsured. 

The most impressive and unfortunate 
result of this wanton sacrifice of the con- 
fidence of so many people in life insur- 
ance is not found in the ill will of those 
who have already taken out policies, but 
in the existence of the Great Army of 
the Uninsured. The most difficult prob- 
lem before the life underwriter to-day is 
how to win over the people who by mis- 
statements or mistreatment have become 
prejudiced or embittered against insur- 
ance and insurance men. : 

Of course it is impossible to accurately 
estimate the number of uninsured white 
males with an insurable interest in Can- 
ada and the United States, but my actu- 
arial friends who have figured on it place 
the number at at least 6,000,000, and some 
think it still greater. Selfishness ac- 
counts for a part of this number, but a 
very large portion of these people are 
without life insurance because of the 
prejudice and antagonism to which I have 
veferred. 

The great majority of life insurance 
men refuse to sanction or wink at 
schemes to fool the public. They oppose 
such methods and by dealing squarely 
and uprightly with the public they are 
doing “much to win its good will. There 
are, however, many men in the life insur- 
ance business, and they are found from 
the president down to the solicitor who 
still believe that insurance is such a good 





| thing that deception is justified in placing 


it. The respect, loyalty and persistency 
of the policyholder is nothing to them— 
all they want is business. 

I am bearing down pretty hard upon 
because I believe its results 
should be impressed upon every man en- 
gaged in the life insurance business. ' 

Gentlemen, it is our bounden duty to 
make an extraordinary effort to restore 
the confidence of all of the public in life 
insurance, and in the men who write it. 

Supervising the Solicitor. 

I believe I am safe in saying that the 
old theory that the insurance depart- 
ments must limit their examination of 
insurance companies to matters relating 
solely to solvency has been quite gener- 
ally abandoned. If this theory had been 
thrown aside years ago practically none 
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of the misdoings disclosed by the New 
York investigations would have occurred 
and the harm which has resulted to life 
insurance companies would have been 
prevented. 

It does not follow because an insurance 
company is solvent that it can do no 
wrong. Some of the greatest wrongs per- 
petrated on policyholders have been com- 
mitted by the officers of solvent compa- 
nies. It is, therefore, not enough that an 
insurance company should be financially 
sound—it must be honestly conducted and 
deal fairly and justly with the public. Its 
acts must stand public scrutiny. In short, 
it is just as necessary that an insurance 
company have a good record for fair 
dealing as it is for it to be solvent in 
order to do business in any State. This 
being true, it is equally important that 
its solicitors, who come in direct contact 
with the people, should also be of good 
character and reputation. 

Very few people know or ever hear of 
the officials of an insurance company. 
Outside of the question of financial stand- 
ing, insurance companies are, therefore, 
toa very great extent judged by the acts 
and conduct of the agents and solicitors 
who come in personal contact with the 
public. 

It is of comparatively little consequence 
to the people to know that an insurance 
company is solvent and has a gocd char- 
acter and reputation if it employes people 
of bad character and reputation to solicit 
its business. 

I therefore maintain that if it is neces- 
sary to examine into the character and 
methods of a company, it is also neces- 


sary to examine into the character and | 


methods of a solicitor. But this duty 
falls upon the insurance companies and 
not upon the insurance departments. The 
company should investigate and ascertain 
the record of their representatives before 
employing them, and should certify to 
the insurance department as to their good 
character, before licenses are issued for 
them. 

While it is impossible for the insurance 
departments to investigate the character 
and reputation of the thousands of people 
who carry licenses as agents and solici- 
tors, the commissioners, as a rule, have 
authority to revoke a license and, with 
the support of the companies and the 
general agents there is no question but 
that they would be very glad to use this 
authority to assist in eliminating the bad 
element to which I refer. 

This is an extremely important matter, 
because many people look upon the com- 
mission issued by a respectable company 
and the license issued by the State to the 
solicitor as certificates of good charater. 
This is especially true in the States where 
the law says that licenses shall only be 
issued to persons of good character and 
reputation. The public should be justified 
in assuming that a properly managed 
company and a well conducted insurance 
department would not issue certificates 
to men with bad records and bad habits. 
But, as a matter of act, neither the 
companies, the general agents nor the in- 
surance departments do their duty in the 
Matter of supervising the local agent or 
solicitor. They send them forth armed 
With official credentials and thereby place 


them in positions where, if they be dis- 
honest and tricky, they can by imposing 
upon the public, bring discredit upon 
the company they represent and _ dis- 
grace and humiliation upon the upright 
and honest insurance solicitor. We can- 
not evade cur responsibilities for these 
conditions, 

I know how difficult it is to procure 
competent and well recommended sub- 
agents and solicitors, especially in the 
face of the disorganization resulting from 
the recent reduction in commissions. But 
this condition does not justify a con- 
tinuance of the present slack method of 
selecting them. From my viewpoint, the 
offense of turning a ‘“dead-beat’”’ loose 
upon a community to solicit life insur- 
ance is a criminal one. 

Life insurance has passed the high 
pressure stage and is now settling down 
to calm, legitimate business methods, and 
the theory entertained in some quarters 
| that it is better to have a solicitor who 
is skilled in the art of petty deceit and 
sharp practice than to have no solicitor 
at all should be abandoned. 





An Agents’ Code. 


I believe that every State should have 
a code governing agents and solicitors, 
| based upon the principle that one who 
| will deceive or rob his general agent or 
his company will deceive or rob the pub- 
| lic. Such a code should afford the same 
| protection to the insurance company and 
| its employes that it affords the public, 
| because by protecting insurance compa- 
| nies from those who prey upon them, we 
| are protecting the public. 
| Among other things such a code should 
| provide that only agents, solicitors and 

brokers of good character and reputation 
should be permitted to carry the certifi- 
cate of the State, that insurance commis- 
| sioner may revoke such licenses for vio- 
| lation of the insurance laws; for deceiv- 
| ing or defrauding any person in procur- 
| ing insurance, and for retaining for an 
unreasonable length of time the money 
of any general agent or company without 
| their consent, such revocation to be pub- 
| lished in the newspapers. It should pro- 
vide that when a license is applied for 
for a person who already holds a license 
of another company that both companies 
be notified of the facts; that any agent 
who accepts business from and compen- 
| sates unlicensed soliciters and brokers 
| should have his license suspended or re- 
voked; that solicitors, agents or physi- 
cians who combine to defraud a company 
should have a specific and heavy criminal 
penalty hanging over them; that any 
agent, solicitor or broker who embezzles, 
| appropriates or otherwise uses the funds 
of a general agent or company, contrary 
to instruction should be guilty of larceny 
and not of simple breach of trust, as 
is the case in many States at the present 
time, and that a specific and severe crim- 
inal penalty be provided for agents, so- 
licitors or brokers guilty of deception and 
misrepresentation in soliciting life insur- 
ance. Colorado has these and many other 
| good features in its new law relating to 
agents, and, with all due modesty, I 
| must say I believe it is the most com- 
| plete and effective agents’ code in exist- 


| 
| 
| 
} 
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| sound legislation. 








| ence to-day. 








I appreciate that you will say, the 
things I am going to suggest that yeu 
should do are very difficult of accomplish- 
ment. I grant it, and I know they can- 
not be brought abount in a minute. Light 
tasks are easily performed. Any scrub 
can do an easy thing, but it takes a gooa 
man to do a difficult thing. 

An easy-going, commonplace life asso- 
ciation would accomplish nothing, but the 
possibilities of performance by an asso- 
ciation of vigorous, intelligent and pur- 
poseful men like you have here can ac- 
complish all that I shall ask you to do. 

You have a splendid organization, with 
a membership covering Canada and the 
United States. You have already accom- 
plished much in fighting schemes devised 
to fool the public, and your influence has 
also been wisely used in support of 
You have gone far 
enough in your work to know that in 


| order to achieve results of any conse- 


quence you must have a specific and 
comprehensive plan to follow and that 
you must lay out campaigns for better 
methods and better laws upon practical 
lines. 

The prime requisite for success in an 
organization of this kind is absolute and 
unconditional loyalty. However widely 
the battle for business may separate you 
while outside the breastworks, when you 
enter them you must forget all differ- 
ences and stand shoulder to shoulder in 
support of the purposes of your organiza- 
tion. Social features are a good thing, 
resolutions are excellent to convey ex- 
pressions of views and sentiment, oratory 
has its place and uses, but what is need- 
ed to accomplish great things and to 
make your association the most powerful 
and most useful one on this continent is 
defined by the simple word ‘‘work.”’ 

Do not misunderstand me. I do not 
assume that this organization is hunger- 
ing for advice from any insurance com- 
missioner. It is, however, idle to call at- 
tention to wrongs unless we have reme- 
dies to offer, and my suggestions are 
tendered in the same kindly spirit in 
which your worthy president extended 
me the invitation to address you. 

Here are some of them: 

Strongly oppose the practice of em- 
ploying an agent or solicitor until his 
character and reputation are fully in- 
vestigated and found satisfactory. 

Urge the establishment of a bureau or 
clearing-house for all life insurance com- 
panies in each city or State where the 
record of every solicitor, as viewed by 
the companies which have employed him, 
shall be kept and from whence informa- 
tion can be secured by insurance compa- 
nies employing solicitors. 

Do your utmost to inaugurate the prac- 
tice of reporting to the State insurance 
commissioner unlawful acts committed 
by agents and solicitors, and thus pro- 
tect yourselves and the public. 

Show your desire to protect the insur- 
ing public by investigating, advertising 
and reporting to the authorities all 
schemes devised to focl the people. 

Use your influence to stop the practice 
of sending out as insurance missionaries 
ignorant and uninformed persons. The 
good will and confidence of the prospect- 
ive policyholders and their friends shou'd 
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not be jeopardized by sending to eae 
representatives who do not themselves 
understand policy contracts. 


They should | 
be required to pass an examination before | 
given employment. } 

Use every possible effort to | 


increase 
the tremendous influence for good which 
your study, your work and this associa- 
tion have given you, and organize a def- 
inite and specific plan to use it in the 
interests of sane and effective insurance | 
legislation. 


Help Legislate. 

Why not help legislate? 

The sending of delegations to address 
legislative committees and other bodies 
to influence legislation and public opinion 
is an excellent plan and should be con- 
tinued, but that which will do infinitely 
more good will be to place in every local | 
legislature on the continent at least one 
able, clear-headed life insurance man. 

The best place to have a lobbyist is on 
the floor, elected by the people. I speak 
from experience when I say that the 
views of such men from this vantage 
ground will command more respect and 
influence than they possibly could from 
the lobby. 

In Colorado your local association has | 
consistently fought all schemes to fool | 
the public and rendered invaluable assist- 
ance in procuring sound insurance laws. 
-We were also fortunate 


enough to have | 


two very capable and highly respected | 
life insurance men in the recent legisla- 
ture. One of them was your distin- 
guished second vice-president, Senator | 


W. W. Booth, who was the majority lead- 


er in the Senate, and the other, the/ 
Honorable Joseph H. Harrison. These 
two legislators were not nominated be- 
cause they were members of this asso- 
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ciation, but solely because of their per- 
sonal merit and high standing in the 
community. We passed an entirely new 
insurance code, which took the reading 
clerk three hours to read, and those who 
know 
what this means to those who are trying 
to get a bill through. 

We did not get everything we wanted, 


| and we got a few things we did not 


want, but the fact that we got, upon the 
whole, a conservative, and an up-to-date 
code, free from oppressive and severe re- 
strictive measures, is to a very large ex- 
tent due to the fact that when unin- 
formed members would offer impractic- 
able and unfair amendments or sugges- 
tions we had on the floor insurance men 
of intelligence, whose opinion commended 
respect, to rise and explain the injustice 
and wrong of such amendments, and in 
nearly every instance such explanations 
were accepted as satisfactory. 

Why can you not make it one of the 
definite purposes of your organization to 
place men like these in the various law- 
making bodies? It would be well to have 
a candidate in each party so that, which 
ever party wins, the law-makers will 
have the benefit of the judgment and ex- 
perience of a life insurance man in con- 
sidering life insurance legislation. 

I understand that the members of this 
organization have under their control or 
influence 60,000 agents and solicitors. An 


| organization representing this number of 
| bread-winners is entitled to representa- 


tion in every State legislature, not be- 
cause of the power and influence of the 
money controlled by the insurance com- 
panies, but because you understand the 
insurance business and insurance ques- 
tions, both from the standpoint of your 


anything about legislation know | 
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officers and of the public, and it jg 
natural that you should stand for such 
measures as will protect and satisfy the 
public you are trying to serve, and at the 
same time to see that such protection ig 
offered without injustice to the compa- 
nies. 

You may tell the political leaders, or 
bosses, if you please, that you are asking 
nothing extraordinary or unusual when 
you demand representation in the law. 
| making bodies. It is customary to find 
| in such assemblies, merchants, bankers, 
| farmers, railroad men, lawyers and other 
| business and professional men; in fact, all 
forms and lines of human effort are rep. 
| resented;—then why not have insurance 
| men there? 

You come in contact with the people; 
you are in touch with public sentiment, 
You are, if you will but use your advan- 
tages, in a position to take a prominent 
part in shaping public sentiment. It is 
your duty to join these law-making 
bodies to represent your constituents, and 
see that these people whom you have 
induced to take life insurance are prop- 
erly protected. 

The purpose of this organization is to 
uplift the moral and intellectual standard 
of the life underwriters of this continent 
and to in every way improve the conditions 
under which life underwriters conduct 
their business. 

Now, gentlemen, it seems to me that 
here is your opportunity. You already 
have accomplished much. You now know 
your strength.—Why not use it? You 
are increasing in numbers. You have 
recently welded to your organization the 
active and progressive life underwriters 
of Canada. You have started something 
good; keep it going. 
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A paper of permanent value because of its exhaustive treatment of the subject, but a brief, 
nevertheless, for the views held by the speaker on questions of importance affecting life insur- 
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Nations Differ Widely on Insurance Leg- | 
islation. 

T. B. Macauley in his address before the | 
convention said: 

When I received the invitation to ad- 
dress you, I felt that it was an honor and 
a privilege which I could not refuse. As 
the whole question of insurance legisla- 


ance legislation—British, American and 
Canadian. 


It is proper that we should first con- 


| sider the nature of the business to which 


such legislation is to apply. What is life 
assurance? It is simply philanthrophy 
reduced to a business basis. Its primary 
object is the protection of widows and 
orphans. When death removes the bread- 


| tial grandeur of their work. The com- 
| bined-income of our orphan asylums and 
| similar charitable institutions is a baga- 
telle compared with that of our life com- 
| panies. Our schools and colleges provide 
education, but it is life assurance that 
sustains the orphans while their educa- 
| tion is being obtained. Life assurance is 
| in fact the most beneficient development 


winner, the life policy keeps the home| of modern civilization. In financial use- 
for the family, provides the daily bread | fulness to bereaved humanity there is no 
and enables the children to be educated. | other business that can compare with 





tion will come up for settlement at the | The development of endowment assur- 
next session of the Dominion Parliament, | ance has added the further feature of 
and as our royal commission has made a | protection to the assured himself against 
number of recommendations in connec- the needs of his own old age. These aids 
tion therewith, my first impulse was to/| are given, moreover, not in the form of 
discuss our Canadian insurance act by | charity, which demoralizes the recipients, 
itself; but on second thought it seemed | but in such a way as to even increase 
better to consider the problem in its/| their self-respect. The nobility and 
broader aspects. I know the subject is | beneficence of the business in which we 
now a hackneyed one with most of you, | are engaged needs to be emphasized at 
but it such overwhelming importance to | the present time when the tendency is to 


us in Canada, that I trust you will bear | magnify any flaws in the companies or 
with me while I speak briefly on insur- | their methods, and to overlook the essen- 


that of the life assurance company, and 
no other occupation that can compare 
with that of the much-maligned life as- 
surance agent. I do not claim that life 
companies are charitable institutions. 
They are business organizations, con- 
ducted by business men on business prin- 
ciples and for business ends; but that 
fact increases rather than diminishes the 
importance and usefulness of their opera- 
tions. What would be the result of the 
whole system of life assurance were some 
night to be swept out of existence by @ 
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magician’s wand? A greater financial 
calamity to the world could hardly be 
imagined. The young husbands and 
fathers of the future would have the sor- 
rowful thought at all times present to 
their minds that if premature death 
should overtake them, their loved ones 
would be left in destitution. What would 
the accumulation of $20, $30 or even $50 
per annum for two, five or ten years 
amount to as a provision for the future, 
in comparison with the sums which these 
annual payments would have purchased 
in the form of life assurance? Nothing 
has yet been devised that can take the 
place of the life policy. I dwell thus on 
the nature of the business because these 
considerations should influence and mould 
all legislation in regard to it. To restrict 
the operation of our life companies would 
be as objectionable as to restrict the 
operations of charity or philanthrophy, 
and the aim of Parliament on the con- 
trary should be to encourage and foster 
this great system, which is such a bless- 
ing to humanity. 

There are, however, persons who pro- 
fess to admire life assurance in the ab- 
stract, but believe in restricting and 
hampering the companies. What are the 
companies but aggregations of policy- 
holders? Insurance legislation affects 
every policy-holder in the land. Every 
measure which reduces the earnings of 
the companies, or lessens the legitimate 
profits, reduces the earnings and profits 
of each individual policy-holder and 
makes his life assurance cost more in 
dollars and cents. And even policy-hold- 
ers are not the only ones interested. The 
entire public is deeply concerned. Re- 
strictions that lessen the amount of as- 
surance carried in a country, merely in- 
crease the number of widows who will in 
years to come be left without protection, 
and the number of orphans who will have 
to go through life with defective educa- 
tions and otherwise handicapped. The 
agitation of the last year or two in the 
United States and the subsequent legisla- 
tion have already resulted in a reduction 
of probably over $500,000,000 in the vol- 
ume of assurance carried in American 
companies, and that amount will increase 
from year to year, for with the fetters 
which the new laws have put upon the 
activities of the companies, it will be long 
before the yearly new business will get 
back to its old level. Who can measure 
the amount of suffering which the distri- 
bution of $500,000,000 in years to come 
would avert? The loss is a national 
catastrophe, and should be a warning as 
to the evils which may result from un- 
wise legislation. 

But life assurance is not merely note- 
worthy for its beneficence. It has an- 
other equally marked characteristic, for 
it is also the most intricate and technical 
of all financial systems. A life policy 
differs from almost every other kind of 
contract, in that the purchase price is 
paid years in advance of the payment 
which is to be made in exchange there- 
for, even the date of such future pay- 
ment being unknown and dependent on 
the length of life. The necessary ac- 
cumulation of funds, the valuation of the 
distant and uncertain liabilities, the cal- 
culation of premiums, the sharing in 








profits and the hundred and one other 
details, combine to make this the most 
difficult of all forms of business with 
which to deal satisfactorily by legislation. 
In view of this difficulty our British 
friends contend that the less legislation 
there’ is, the better, and that little or 
nothing is needed except the requirement 
of complete publicity. There catchword 
there is ‘Freedom with Publicity,” and 
certainly the results in Great Britain 
have been gratifying. Annual returns 
are called for, which, however, in our 
eyes are in some respects lacking in de- 
tail. For example, no information is re- 
quired as to the separate blocks of securi- 
ties owned, merely the summarized totals 
being given. In this respect the British 
returns are certainly defective. On the 
other hand, once at least in five years 
each British company must give details 
of its valuation basis, its methods of 
dividing profits and illustrations of the 
bonuses declared by it. This important 
information has not until lately been re- 
quired on this side of the Atlantic, and 
in the old land it has tended to provoke 
a rivalry between companies in regard 
to strengthening reserves and increasing 
bonuses, which has been highly desirable. 
The power of public opinion, when sup- 
plied with the necessary information on 
which to base a judgment, has been 
found to be there an effectual cure for 
most abuses, even with a minimum of 
legislative restriction. British life assur- 
ance, since the passage of the act of 
1870, has on the whole been in a very 
satisfactory condition, and the individual 
companies have, almost without excep- 
tion, steadily improved their positions. 

As the key note of insurance legisla- 
tion in Great Britain is “Freedom with 
Publicity,” so that of the United States 
may be said to be ‘‘Restriction with Pub- 
licity,”” it will be noted that both ideals 
demand publicity, and on this point there 
can hardly be two opinions. The recently 
adopted American forms carry publicity 
to an extreme, but publicity is a feature 
which cannot easily be overdone so far 
as all the important: details of a com- 
pany’s business are concerned. The dis- 
tinguishing characterization of American 
insurance legislation, however, is ex- 
treme restriction and regulation. The 
Armstrong law is perhaps the most ob- 
jectionable illustration of this. That law 
restricts investments, limits expenses, 
limits contingency funds, defines the pro- 
portion of profits to be divided, prescribes 
the times and to a large extent the meth- 
ods for dividing the same, and even lays 
down the plans of assurance and forms 
of policy to be used. Regulation is car- 
ried by it to an extent unknown to any 
other part of the English-speaking world. 
I need not weary you, however, with the 
details of the Armstrong law, as you are 
all only too familiar with them. 

We have before us then these two ex- 
tremes—the British and the American. 
Should one or the other of these be ac- 
cepted by us as our ideal, or is it possible 
to improve upon both? This question can 
hardly be answered satisfactorily in the 
abstract. It must be considered in the 
light of the conditions and requirements 
of each country. If I resided in Great 
Britain I would probably advocate the 


British system, but I am by no means* 
sure that it would work well, without 
modification, in a rapidly growing coun- 
try like Canada, where new companies 
spring up each year. As a Canadian, IL 
think it possible to frame an act that 
will, for Canada and for Canadian com- 
panies at least, be superior to that of 
either our motherland or of our neighbor 
to the south. 

Apart from the requirement of pub- 
licity, the most important points which 
have been dealt with by legislation are 
the following: 

(1) The Valuation of Policy Liabilities; 

(2) Deferred Profit Assurances; 

(3) Contingency Funds and Undistri- 
buted Surplus; 

(4) Investment Powers; 

(5) Expenses; 

(6) Standard Forms of Policy. 

Let us briefly consider these points. 

The valuation of policy liabilities in 
Great Britain is no legal basis for policy 
valuations. If the solvency of any com- 
pany is in doubt, the question is decided 
by calling in expert evidence as to what 
should be the valuation basis for the 
policies of that particular office. In most 
cases, expert opinion would favor a valu- 
ation by a somewhat heavy table of mor- 
tality, with four per cent. interest, credit 
being allowed for the gross premiums 
payable on the policies, less a deduction 
for collection expenses of about 12% per 
cent. The boundary of actual insolvency 
for most life companies falls somewhere 
about this line. A valuation on this basis 
would not require as large reserves as 
would be called for by any standard in 
use on this side of the Atlantic, especially 
in the case of young companies. It must, 
however, be remembered that this valua- 
tion would merely indicate the minimum 
amount which a company could have on 
hand and yet be barely solvent, and that 
a company in such a condition would ad- 
mittedly be in a deplorable state, and al- 
though probably able to meet all its 
claims as they would fall in, unable ever 
to pay profits. A manager who main- 
tained no larger reserves than this mini- 
mum would act madly. British actu- 
aries strongly favor heavy reserves, but 
not as a test of solvency. They oppose 
the enactment of any specific basis of 
solvency, and claim that it is not possible 
to have such a fixed basis without work- 
ing evil in one direction or another. If 
the basis were laid down near where tne 
line of solvency actually falls, or at any 
other comparatively low level. It would 
encourage companies to be satisfied with 
setting aside merely the reserves thus 
legally called for, and would in that way 
prove an evil. If, on the other hand, it 
were set at a rather high level, as in 
most States of the Union, it would 
probably force many really solvent com- 
panies into bankruptcy. That this is not 
a mere possibility has been proved by 
over 150 small American companies which 
have been annihilated by the high valua- 
tion laws of the various States. Many 


of these would be alive and flourishing 
to-day but for this unwise legislation. 
Officials of even such companies as the 
Mutual of New York and the New York 
Life have testified that had those com- 





panies in their infancy been subject to 








| 
laws such as were afterward passed, they 
would not have survived. The case | 
against the adoption of any one fixed 
standard of valuation is therefore a very 
strong one. But does it follow from this 
that we in Canada should have no valua- 
tion standard at all? I am afraid that 
this would open the door to other evils 
possibly even more serious. In any case, 
the idea of a legal basis of valuation is 
too deeply rooted on this continent to be 
easily eradicated. Without going into de- 
tails, I believe that by the adoption of a 
sliding scale it is possible to avoid the 
evils inherent in a fixed standard and yet 
retain its advantages. After deciding on 
some moderate standard, which I may 
for the moment term the normal or aver- 
age, I would permit any young company, 
or, in fact, any company, to make a de- 
duction from the reserves thus found of 
a portion of the cost of securing new 
business, under no penalty or disadvan- 
tage other than a full statement in its | 


returns of the actual facts. On the other | 
hand, I would encourage a rivalry in re- | 
gard to reserves, such as exists in Great | 
Britain, by permitting every company to 
set aside heavier reserves than the bare | 
requirements of the law, and giving it | 
full credit therefore in its annual returns | 
and in all tables of comparison published | 
in the government blue books. It is just | 
as desirable that a life company should | 
have strong reserves as it is that a bank | 
should have a substantial rest. No one, 
however, would require that a bank 
should be adjudged insolvent unless it | 
had a minimum rest, and it is almost! 
equally unreasonable to take that posi- | 
tion in regard to an insurance company. 
A severe standard has dangers, and so | 
also has a mild one. In the opinion of 
the United Canadian managers, a sliding 
scale would avoid the dangers inherent | 
in either a severe or a mild standard, and | 
would, for Canada at least, have advan- 
tages over either the British or the 
American method. It would, moreover, 
involve a minimum of interference with | 
our existing law. It is an encouraging | 
sign that the objections to a single fixed | 
standard have been recognized even by | 
such persons as the framers of the Arm- 
strong law. 

The Canadian managers believe that it 
is desirable to go even one step further 
in this direction, and to deal with com- 
panies, which, while not insolvent, have 
permitted their capital stocks to become 
largely impaired, even after making the 
deduction from their liabilities already 
recommended. We do not think that such 
companies should be refused licenses al- | 
together, or forced into liquidation, but | 
as their prospects of paying reasonable | 
profits to their policy-holders cannot be | 
good, they should not be permitted to | 
practically prey upon the public by issu- 
ing policies on the participating plan, and | 
they should, we believe, receive licenses | 
limiting them to non-participating plan, 
and they should, we believe, receive 
licenses limiting them to non-participat- 
ing assurances. We would even provide 
that should a company get into still 
deeper water, it should be within the 
power of the insurance department to 
grant a license prohibiting the issue of 
new policies, but permitting the collection 








| thousands—who would 


| argument of protection alone. 


of premiums on existing policies only as 


an alternative to the terrible calamity of | with pork. We caught a few trout, by 


a receivership. The aim should be, not 
to drive a company into solvency, but to 
bring increasing pressure to bear upon it 
to either strengthen its reserves or re- 
assure in a stronger office. A 

We believe that a sliding scale for 
policy valuations, combined with a sys- 
tem of partial licenses and proper facili- 
ties for re-assurance would go far to re- 
move the chance of the failure of any of 
our life companies, and would stimulate 
all of them to strengthen their positions. 
At present we are able to say that no 
Canadian company, licensed by the Do- 
minion insurance department, has failed. 
Canada, however, has many young, but 
partially established companies. It 
also has the unhappy distinction, as a 
result of the unwise law of 1899, of hav- 


j 


ing a higher standard of solvency than | 


any other country in the world. Unless, 


| therefore, changes in the law be speedily 


made along the lines indicated, it is but 
too probable that we will not be able to 
maintain our boast very long. 

Deferred Profit Assurance. 


cies has been a feature 
recent United States legislation. The de- 
ferred profit plan has had many critics. 
Nevertheless I do not hesitate to an- 
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| tion, and who have every confidence in 


nounce myself as one of its pronounced | 


advocates, and I will give reasons for 
the faith that is in me. This plan has 
unquestionably been a powerful instru- 


ment in popularizing life assurance 
throughout the world. There are tens 
of thousands—possibly hundreds of 


never had been 
assured but for its attractions. The 
combination of investment and protection 
at a low premium which the deferred 
profit plan has rendered possible, has in- 
duced multitudes of young unmarried 
men and others to take out policies who 
would never have been reached by the 
There are 
those who argue that assurance should 
be sold on its merits as protection, and 
that the introduction of the investment 
element in any form is objectionable. I 
do not share that view. It is just as 
necessary and proper for a person to pro- 
vide for his own old age, as for the wants 


over, every feature which makes the life 
contract more attractive, and thus in- 
duces more persons to assure, is desira- 
ble. Those who advocate that life poli- 
cies should be reduced to plain contracts 
of indemnity, remind me of an experience 
I had a few years ago. My daughter and 
I happened to be in one of our back 
country villages, and a man in the neigh- 
borhood told us of a beautiful little lake 


| In the mountains, said to teem with trout. 


He agreed to provide transportation, rods 
and bajt, assuring us that we could leave 
all arrangements to him. 
about twelve miles that afternoon, slept 
in a habitant’s house under conditions 


o’clock in the morning, and walked about 


| 


| merely increase the volume of business, 
The prohibition of deferred profit poli- | 


in much of the | 





We drove | 


four miles (which seemed eight) through | 
the forest to the lake in question. There we | 


found a raft, rods and lines awaiting us. 


I asked for bait, and he produced pork. I. 


looked aghast, but there was no help for 





1907, 
— 


August, 


it. We pushed out on the raft and fisheg 
had the disgust of seeing others 
around us on every hand. Our guide tog 
us that pork was good enough for th 
but the fish evidently thought otherwise 
So our friends say that an unattractive 
policy is good enough for the public, byt 
I am afraid a considerable section of the 
public will thing otherwise. When I figh 
for fish I want the best bait I can get, 
and when I fish for policies I also want 
the best bait I can get. If some of you 
gentlemen do not entirely agree with 
these views, I ask your forbearance, jy 
my personal opinion the deferred profit 
policy is the best in the world, not merely 
for the company, but for the policy. 
holder. That the public also think go jg 
shown by the fact that though for 
years we have made no distinction in the 
rate of commission, two-thirds of all the 
business done by our company has bee, 
on the deferred profit plan. Attractive. 
ness and popularity are no small argu. 
ments in favor of any plan of assurance 
But this attractiveness does more than 


The investment feature appeals to per. 
sons who do not feel the need of protec. 


their own prospects of longevity. These 
are the very best lives any company can 
get, and the mortality among them is 
surprisingly favorable. The rate of mor- 
tality is by no means similar under all 
plans, and is, in fact, favorable or un- 
favorable in direct proportion to the pres- 
ence or absence of the investment fea- 
ture. The experience of the North West- 
ern Mutual may be taken as an illustra- 
tion: 
P. C. Expected, 

By Actuaries’ table 

Term Plan, 
Life, without profits, 
Life, with profits, 
Limited life with profits 70.2 
Endowment with profits ‘ 63.4 

This company also analyzed its deferred 
profit business according to the duration 
of the profit terms, with the following re- 
sults: 


Actual deaths 1231 
" 1111 
83.7 


“ 





P. C. of Expected. 
Deferred profit period, 10 years, 70.7 


| Deferred profit period, 15 years, 62.2 
of his family in the case of death. More- | 


Deferred profit period, 20 years 59.6 

A favorable mortality of course enables 
a company to do better for its policy- 
holders and the really wonderful results 
in this direction obtained in the deferred 
profit plan constitute a second and very 
important count in its favor. 

But attractiveness and low mortality 
are by no means the only good points of 
the plan. I might enlarge on its power 
to reduce lapses by encouraging policy- 
holders to persevere with their payments, 
its special equity when applied to under- 
average lives; and, perhaps more im- 
portant than anything else, the fact that 
it is possible under this plan, and only 


| under this plan, to make every policy 
which I will not describe, arose at three | 


bear its own expense without being @ 
burden on others. Under the annual dis- 


tribution system it is hardly possible to 
so arrange that the expense of securing 
new policies shall not have to be de 
ducted in part at least from the profits 
of the old members, and by making annual 
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distribution compulsory, the anmmnewia | 


law has simply clinched this injustice on 
the business. Under the deferred profit 
plan, when properly operated, it becomes 
a matter of indifference to the existing 
policy-holders whether the new business 
be great or small. They get the full 
profits earned by them in any case. This 
feature is of special importance in Can- 
ada, for our population is rapidly in- 
creasing, especially in the North West, 
and our life companies should therefore 
naturally expand at more rapid rate than 
would be customary in older countries. 
Rapid expansion is impossible on the an- 
nual dividend system except with in- 
justice to the existing policy-holders, 
while the deferred profit system would 
permit such expansion with perfect 
equity. 

But notwithstanding these advantages, 
Iam not blind to the other side. The de- 
ferred profit plan has in the past been 
subject to two evils. One has been the 
holding out of estimates which have not 
been fulfilled. The other has been the 
absence of any form of accounting. If 
companies are permitted to retain profits 
for twenty years without any accounting, 
abuses may arise, and surplus really be- 
longing to the older policy-holders may 
be diverted to make good impairment of 
capital, or for other purposes. Profits 
may even be paid on a liberal scale to 
maturing policies, without proper pro- 
vision being necessarily made. 

For other members whose profits are 
not yet due, I do not say that this has 
ever been done, but the door is open. 
These two evils or dangers should cer- 
tainly be removed. Our Canadian com- 
missioners recommend that estimates be 
prohibited entirely, and I am rather in- 
clined to accept their decision on this 
point without argument. The cure pro- 
posed by them for the lack of accounting 
is, however, similarly simple and drastic. 
They merely advise the abolition of this 
entire plan of assurance. If a patient 
has a slight ulcer on a finger, the sur- 
geon does not advise that the entire arm 
be amputated, or that the man himself 
be quietly put out of the way. The evils 
complained of may be remedied with 
comparative ease. The commissioners 
themselves have proposed a cure for the 
one trouble which the companies are pre- 
pared to accept. For the second the 
united managers realize that effective ac- 
counting is absolutely essential, and made 
definite recommendations to the commis- 
sion as to the best form to adopt. If the 
plan suggested by these gentlemen be not 
sufficiently searching, let it be improved 
upon. 

That deferred profit business can be 
conducted without excessive estimates 
and with a strict system of accounting 
was shown in evidence secured by the 
royal commission itself. For example, in 
the Canadian company which had had 
the largest number of matured deferred 
Profit assurances, the results paid had 
actually exceeded the estimates on which 
the business had been secured in 34 per 
cent. of all the cases, and the total sum 
Paid on all its matured deferred profit 
Policies had been about 97 per cent. of 
the total originally estimated. Further- 
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more, although the premiums now being 


take credit for the market value of its 


charged are higher than those of former | securities, it follows that if its funds were 


years, the estimates now in use are lower. 
It was shown, moreover, that in the same 
company a complete system of accounting 
is in use, and that it had on hand $108 | 
for every $100 required to carry out its | 
present estimates for every policy in| 
force on its books. I mention this case | 
merely to prove that the abuses in ques- 
tion are not necessarily inherent in the 
deferred profit plan. Why should such 
an office be prohibited from continuing to 
transact this form of business, merely be- 
cause some others may perhaps have 
made mistakes? If policy-holders get all 
they have been led to expect and are per- 
fectly satisfied, who else need object? 
Evil practices should be guarded against, 
but entire prohibition would itself consti- 
tute an evil greater than those com- 
plained of. 

Up to the present time comparatively 
little business has been written on the 
annual distribution plan by Canadian 
companies. Annual distribution is essen- 
tially an American idea. Apart from the 
deferred profit plan, the usual system in 
Canada is that of quinquennial distribu- 
tion, as in Great Britain. My own com- 
pany, for example, has in force in Canada 
less than 100,000 annual distribution poli- 
cies, but out of a total of about 45,000 
assurances on Canadian lives. Very few 
British companies divide their profits 
more than once in five years. Such great 
British offices as the Scottish Provident 
Institution were even founded on the 
theory that profits should be paid only 
to those who may live out their expecta- 
tion of life, and the deferred profit plan 
has thus been made the very corner- 
stone of their business. There are at 
least 27 British offices which transact de- 
ferred profit business in one form or an- 
other, and, on the other hand, probably 
not over one in 20 of the British com- 
panies issues policies on any annual divi- 
dend plan. The recommendation of our 
Canadian commissioners that annual dis- 
tribution be made compulsory, shows how 
completely they had come under the in- 
fluence of the American agitators and 
particularly of the Armstrong committee. 


Investment Powers. 

Closely associated with the question of 
deferred profits, is that of the limitation 
of undistributed surplus. The Armstrong 
law places a maximum upon the surplus 
which any company may retain for con- 
tingency purposes. The scale runs from 
$10,000 for a small company to 5 per cent. 
of the policy liabilities for a large one. 
Any further sum must be distributed to 
the policy-holders. It is as if the law 
were to say to our banks that they must 
not accumulate rests or reserve funds be- 
yond a certain proportion, and must 
divide everything else as they go along 
in dividends to their stockholders. 

Such a regulation may cause objection- 
able fluctuations in dividends, but that is 
a minor matter compared with its ex- 
treme danger. The market values of 
railroad bonds of the highest grade have 
declined on the average not merely 5 per 
cent., but 6 per cent. in the last twelve 
months alone. As a company can only 











all invested in bonds, no matter how se- 
| cure, the compulsory limitation of its un- 


divided surplus to 5 per cent. might re- 
sult in its entire margin being wiped out 
in any year of financial depression. A 
more unwise provision can hardly be 
imagined. Safety should be the para- 
mount consideration, but this law sacri- 
fices safety to possible profit. Any at- 
tempt by a conservative farseeing mana- 
ger to provide against possible invest- 
ment fluctuations beyond 5 per cent. has 
been made a misdemeanor. A large rest 
is a source of strength and pride in a 
bank, but has become a crime in a life 
company. The New York restrictions on 
this point are sufficiently foolish and dan- 
gerous, but our Canadian commissioners 
have distinguished themselves by going 
further. The maximum contingency fund 
permitted to large companies by the New 
York law is 5 per cent.; our commission- 
ers propose to reduce this to 4 per cent! 
The New York law further provides that 
if a company already has a larger con- 
tingency fund than that permitted by the 
new scale, that additional amount may 
still be retained; this our commissioners 
would refuse. Then, too, the New York 
law permits companies to retain their 
existing surplus on deferred profit policies 
as an additional undistributed margin. 
Our commissioners would require all ex- 
isting deferred profit surplus to be al- 
lotted and converted into a legal liability 
like the reserve. If the commission de- 
sired to wreck some, even of our best 
companies, and to keep all of them at 
all times in a very dangerous condition, 
they could have devised no better means. 
Such recommendations bear the imprint 
of having been made by persons entirely 
unfamiliar with the subject, and I-cannot 
believe that our government will indorse 
them. 


Limitation of Undistributed Surplus. 

The question of investment is largely 
outside the scope of the field man, and 
yet any measure which would lessen 
profits and make assurance more expen- 
sive to the policy-holder, affects the field 
man also. You, of course, know that not 
all the interest which a company receives 
is profit, but only the excess beyond 
the 3% per cent. or 4 per cent., as the 
case may be, which is required to make 
good the reserves. This excess consti- 
tutes one of the most important sources 
of profit. It is, therefore, essential to 
every policy-holder that his company 
should invest his funds both safely and 
profitably. It is comparatively easy to 
obtain securities upon which it is certain 
that the interest will always be promptly 
paid, but that is not enough. Unless the 
interest obtained be more than 314 per 
cent., there will be no profit, and unless, 
also, the market value of the securities 
continues to be at least equal to cost, 
there will be depreciation to provide for, 
and the excess of interest may be offset 
by the depreciation of the principal. Ifa 
company invests in 5 per cent. bonds at 
par it has a yearly surplus of ly, per 
cent. over the legal requirement of 3% 
per cent. If, however, the market value 
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of these bonds should decline during the 
year to 98% the nominal profit from in- 
terest would merely offset the deprecia- 
tion of 1% per cent. in market value, and | 
the company would be no better off than | 
if it had left the money in the bank at 
3% per cent. If the bonds should decline 
in value 6 per cent., as most listed bonds 


a 
| 
| 
} 
| 


| 


did last year, not only would the entire | 


profit from interest be swallowed up in 
that decline, but a loss of 4% per cent. 
would still remain, which would have 
to be made good from other sources. 
This is not a mere theory, for leading 
British companies, such as the Life Asso- 
ciation of Scotland and the Standard Life 
have already had to pass their dividends 
entirely or largely on this account. One 
New York company suffered a deprecia- 
tion of $7,200,000 in its securities last 
year, and another, which has no stocks, 
$10,000,000 and both will probably suffer 
much more this year. This does not 
mean that their investments were unsafe 
but simply that they have declined in 


value. British Consols for example, sold 
a few years ago at 114, and are now 
worth but 84. Similar declines have been 
going on, and are still going on, in the 
value of almost all leading bonds, and 
where the end will be no one can fore- 


tell. 

These bonds have declined in value be- 
-ause interest has risen. For a genera- 
tion the 





| and enriches the creditor. 





merly had a purchasing power of, say, 
100 cents, were to decline to a purchasing 
power of, so to speak, only 50 cents, we 
would not notice the decline, for the dol- 
lar would still be called a dollar, and not 
50 cents. What we would notice would 
be a doubling up of values of all kinds 
of property. A house which was worth 
$10,000, with a purchasing power of 100 
cents, would become worth $20,000 with 
a purchasing power of only 50 cents, 
even if there were no other factors work- 
ing toward an increase in value. If the 
owner of such a property had a mort- 
gage on it of $5,000 he could pay that 
in dollars of the depreciated value, and 
have a margin remaining of $15,000, in- 
stead of but $5,000. A decline in the pur- 
chasing power of the dollar involves as a 
corollary a decline in the intrinsic value 
of debts and of fixed securities, such as 
bonds and preferred stocks, and an in- 
crease in the value of all assets held in 
ownership, such as real estate and or- 
dinary stocks. It impoverishes the debtor 
Do not these 
considerations furnish the key to present 
business conditions? I do not say that 
the dollar has declined in value 50 per 
cent, but that the increase in the supply 


| of gold has been enormous is well known. 


| Then, 


average rate fell more or less | 


steadily year after year, but about eight | 


or ten 
every 


years ago the turn came, and 
twelve-month since has noted a 
further rise in the average rate yielded 
by permanent investments. That rate is 
today higher than at any previous time 
in the last 30 years, and it will probably 
go higher yet. If a bond were purchased 
five years ago to yield 4 per cent, and 
to-day is 


its value will have shrunk perhaps 12 
per cent.; and if next year it has to be 
appraised on a 5% per cent. basis. its 


value will have shrunk perhaps a further 
6 per cent, making 18 per cent in all. So 
long as interest continues to rise, so long 
will the value of bonds continue to fall. 

We naturally ask, however, why has 
interest been rising in this way? It is 
easy to say that we are in a period of 
great commercial activity, but is that a 
sufficient answer? What has caused this 
prolonged and almost unexampled activi- 
ty? Is it merely an ordinary swing of 
the pendulum, or is there some special 
reason for it? This inquiry may appear 
to lead us away from our subject, and 
yet it is closely connected with it. For 
any great financial movement there are 
usually several causes, and this is no ex- 
ception. Many authorities consider that 
the most important of these causes is 
the enormous increase in the world’s pro- 
duction of gold, which has so marked in re- 
cent years. Gold is as much a commer- 
cial commodity as copper, and, like it, is 
subject to the law of supply and demand. 
Any marked increase in the supply causes 
a decrease in the value. Gold, however, 
differs from all other commodities in 
that it itself is the standard by which 
other values are measured. If gold were, 
for example, to decline in value 50 per 
cent, so that a dollar piece, which for- 


worth but a 5 per cent. rate, | 


too, we have seen a steady in- 
crease in prices, in wages, and in the 
nominal value of property. What has 


been the result? Persons who bought 
property of almost any description made 
money. Manufacturers, railroads and en- 


| terprises of all kinds received a mighty 





' 


| restriction is peculiarly objectionable, 


stimulus. Commercial activity became 
the rule, and the activity in each branch 
of trade increased the activity in every 
other branch. The demand for capital 
became tremendous, and interest rose 
step by step, until a crisis has at last 
arrived. There is not enough capital to 
supply the needs of the world, and re- 
trenchment has become necessary. 
Stocks which have been rising for years 
because of the increase in their intrinsic 
value, have lately been tumbling because 
of the absence of capital with which to 
purchase them. Whether we shall have a 
financial crash, or merely a general slow- 
down, who can tell? Apart from the 
lack of capital, business conditions are, 
on the whole, sound, and that will prob- 
ably operate to prevent a gigantic crash, 
but a marked entailment of business must 
and will come. Moreover, the heavy 
production of gold still continues. What 
will be the effect of the continuance of 
that stimulus? 

These are points on which I will not 
attempt to prophesy. My aim is merely 
to draw attention to influences which 
affect the security markets, and which 
must be carefully considered by those 
who invest the funds of our life com- 
panies. The Armstrong law prohibits 
stocks of every description, limiting the 
companies to bonds and mortgages. This 
in 
that it confines the companies to the class 
of security the intrinsic value of which 
is as steadily declining and shuts out 
the class the intrinsic value of which is 
as steadily increasing. The safe _  in- 
vestment of the vast sums of our life 
companies calls for great experience and 
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profound consideration. What is a Wise 
investment at one time.may be Very 
unwise under different circumstances 
Moreover, a class of security that Tay 
be suitable for one company may be y 
unsuitable for another. For example, g 
company located in the West may, bg». 
cause of its local knowledge, invest safe. 
ly in mortgages on farms in our new ter. 
ritories, while another in the East may 
only do so with danger. Farm mort. 
gages may be the natural and prope 
investment for one company, and bongs 
and stocks the equally natural and proper 
investment for the other. The course of 
wisdom is to permit a wide range from 
which the managers can choose the best, 
considering the circumstances of time ang 
place. Undue restrictions are likely tp 
result disastrously, not merely in the way 
of lessening the profits of the policy. 
holder, but even of imperiling their safe. 
ty. 

While the decision of the Armstrong 
committee to exclude stocks was unwise, 
their views in regard to bonds are worth 
noting. They say: “It is difficult to draw 
any satisfactory line with reference to 
investments in negotiable bonds. I 
would not be advisable to restrict the 
investments of life insurance companies 
in the same manner as those of savings 
banks. The securities available for in. 
vestment under such limitations would 
not be large enough in amount to furnish 
a sufficient field for the profitable invest- 
ment of the large accumulations of in- 
surance corporations. It has been feared 
that such a restriction would prove to be 
too severe, and might operate so far to 
increase the demand for the favored se- 
curities as to preclude a satisfactory rate 
of income. After much reflection on this 
subject the committee is of opinion that 
no satisfactory line can be drawn with 
reference to investment in bonds, other 
than collateral trust bonds, without ham- 
pering the companies in the enjoyment of 
that reasonable freedom of izvestment 
necessary to insure the return upon 
which the calculations of their risks are 
based.” 

If the American companies would be 
prevented from obtaining a proper return 
on their investments under such circum- 
stances, what would be the position of 
our*Canadian companies in the very nar- 
row Canadian bond Market. This state- 
ment of the unwisdom of restricting bond 
investments, coming from a committee 90 
bitterly prejudiced against the companies, 
is entitled to double weight. On the 
other hand, the exclusion of stock invest- 
ments has not been copied by any other 
state in the entire Union, so far as I am 
aware. The legislation committee of the 
gathering of governors, attorney-generals 
and insurance commissioners, called at 
the suggestion of President Roosevelt, al- 
so reported against this restriction. 











Limitation of Expense. 

If it were possible to devise a measure 
which would diminish the cost of life 
assurance without seriously lessening its 
volume, that measure would indeed be 
welcome. When the effect, however, 
would be to greatly diminish the new 48- 
surance written by the companies, the 
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proposed remedy may be evil instead of a 
penefit. A trifling reduction in the cost 
of assurance is dearly purchased if the 
price: be the leaving of a great number 
of other widows and orphans without pro- 
tection. The life managers are keenly 
alive to the necessity of keeping expenses 
within narrow limits, but it is difficult 
not to smile at the arguments of those 
who protest against the cost of securing 
business because it reduces the profits 
of policy-holders, and who in the next 
preath advocate such a restriction of in- 
yestments as would cut off much of the 
profit hitherto made by the companies. 
Do these critics realize that if the re- 
trictions proposed by them on investment 
powers should result in a reduction of 
even 1 per cent in the interest earnings 
(say 4 instead of 5 per cent) the present 
yalue of that reduction would be equiva- 
lent to from 100 to 150 per cent of the 
entire first year’s premiums? What is 
the sum they hope to save on the first 
year’s expenses in comparison with this 
loss? For every dollar these gentlemen 
would save for the policy-holders with 
the other hand they would take from 
them from $3.00 to $5.00 with the other. 
There are several other restrictions pro- 
posed by these innocent critics, each of 
which would similarly lessen the profits 
to policy-holders. 

A reduction in the expense of securing 
new business is a consummation devoutly 
to be wished for. It is possible, however, 
to overestimate the value even of gold, 
and a few comparisons may help us to 
see facts in their true light. Let us 
take the case of a policy with an annual 
premiums of say, $25. A reduction of 10 
per cent in the initial expense would 
amount to $2.50. Improved at 5 per cent 
interest, this will at the end of 20 years 
amount to $6.62. If the saving in expense 
be even 20 per cent of the first premium, 
that will amount to but $13.24 at the end 
of the term. On the other hand, a dif- 
ference of 1 per cent in the rate of in- 
terest realized on the investment will 
mean a difference at the end of 20 years 
of about $45. 

If we turn to the mortality factor we 
find that any careful company may save 
at least 20 per cent of the tabular allow- 
ance, and that this saving at the end of 
2% years will then amount to about $60. 
On policies on the deferred profit plan 
the saving in mortality will amount to, 
say, $30 more, or $90 in all. The ap- 
proximate comparative values of these 
items at the end of a 20-year term is, 
therefore, as follows: 


A reduction of 10 per cent in ex- 


Pense of securing business...... $6.62 
A reduction of 20 per cent insame. 13.24 
A difference of 1 per cent in the in- 

terest earned by the company, 

Pane - 
The usual saving in mortality due 

to selection, about............... 60.00 
Additional saving in mortality if 

business be on deferred profit 

ei 
Total saving in mortality.......... 90.00 


It will be seen that a reduction in in- 
itial expense, highly desirable though that 


| 


| 
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be, is of minor importance to policy- | 
holders compared with other sources of 
profit. The saving in mortality which a | 
company experiences because of the su- | 
perior quality of lives assured under de- | 
ferred profit policies, is alone sufficient | 
to offset twice over the additional ini- | 
tial expense complained of. A saving in | 
one department is, of course, no justifi- | 
cation for extravagance in another, but | 
their relative importance should be un- | 
derstood, and no one factor should be en- 
larged and distorted through a magnify- 

| 


ing glass, while other factors are belit- 
tled. Do not suppose from this that I | 
underestimate the value of strict econ- | 
omy. That point is of prime importance, 
but nothing is really gained by shutting 
our eyes to other facts. 

Attempts to legally regulate the oper- 
ating details of any business are rarely 
successful and rarely reduce the cost. 
What may be saved in one direction is 
usually more than lost in another, and 
life assurance is no exception to this rule. 
If every company is required to publish 
such details as will make clear to the 
public just what profits they pay on 
every form of policy and, furthermore, 
exactly what provision they have made 
for profits on policies not yet matured, a 
rivalry will result as to which office can 
do the best for its policy-holders, and 
this competition will have more effect in 
increasing profits than any restrictive 
measure. 

But, strange as it may appear, the very 
limitation of expense imposed by the 
Armstrong law would, if adopted in Can- 
ada, result in an immediate increase in 
the premiums charged by Canadian com- 
panies. This is one of the unexpected 
results which are apt to result from 
specially radical legislation of any kind. 
If the amount which a company may ex- 
pend be based in whole or in part on the 
loadings, or margins, contained in its 
premiums, so that a company which 
charges high premiums may expend more 
than one which charges low premiums, 
the result is almost certain to be an in- 
crease in the premiums charged. To pen- 
alize companies which charge low pre- 
miums and reward those which charge 
more can have but one end. The pre- 
miums charged by Canadian companies 
are at present lower than those of the 
leading American companies’ offices, but 
it is practically certain that if the limit- 
ation of expense proposed by our com- 
missioners were passed in Canada one of 
the first results would be that all Cana- 
dian premiums would be raised to at 
least the American level, for the Cana- 
dian companies would have to do this or 
be handicapped. The whole basis of com- 
petition would be changed from which 
company could furnish the cheapest as- 
surance to which could charge the high- 
est premiums and thus have most to 
spend. Another result would be that the 
movement in favor of high surrender val- 
ues would be checked, for if any com- 
pany were to give a penny more than 
the 3% per cent. reserve, its loadings 
would be correspondingly reduced and it 
would be penalized by being required to 
pay smaller commissions. There are still 
other unexpected results on which I need 

















not enlarge, as for example, the special 
encouragement given to the undesirable 
term plan, the discouragement of com- 
panies from strengthening their reserve 
beyond the 3% per cent. basis, the en- 
couragement of loans on mortgage at low 
interest in order to get life policies with- 
out commission, and so on. I am not 
sure, however, that I, individually, as rep- 
resenting one of the older companies, 
need particularly object to the restrictions 
proposed by our commissioners. So far 
as we are concerned the law might even 
prove a blessing, for it would probably 
weed out some of the younger companies 
and confine the field more to the older 
offices. For the interests of the business 
as a whole, however, I am opposed to it. 
But we are told in reply that a number of 
the New York companies have petitioned 
the Wisconsin legislature to limit expense 
on the New York basis. This reminds one 
of the fable of the fox which lost its tail, 
and which thereafter advised the other 
foxes to have their tails cut off likewise! 
My company, however, not yet having 
lost its tail, is not prepared to advocate 
amputation to its colleagues! 


Standard Policies. 


This subject can be dismissed with but 
few words. The Armstrong law provides 
for a death-like uniformity in the policies 
of all companies. There can be no life, 
no progress, no improvement. A similar 
measure would be a calamity to us in 
Canada. In any case the Privy Council 
has decided that legislation regarding 
conditions in insurance policies is a ques- 
tion that is outside the jyrisdiction of the 
Dominion parliament, and rests exclusive- 
ly with the provinces. How our com- 
mssioners came to overlook this fact and 
to recommend parliament to pass legis- 
lation which would clearly be ultra vires, 
it is hard to understand. 

And now at last you can breathe free- ° 
ly, for I have finished. I fear that I have 
wearied you with undue detail, and yet 
there are many other important points 
on which I have not even touched. 

The next session of our parliament will 
be one of historic importance, for at it 
will be settled the conditions under which 
Canadian life assurance will operate for 
possibly the next quarter of a century. 
The responsibility which this imposes on 
our legislators is a very serious one. But 
it is more than a responsibility, it is a 
great opportunity. The principles that 
should govern legislation on this subject 
have been given more earnest consider- 
ation in the past 12 months than ever 
before and Canada now has the oppor- 
tunity to enact an insurance law which 
will be distinctively Canadian and a 
model to other countries. This desirable 
end is now within our grasp, if our gov- 
ernment and countries will but thrust 
aside the malign influence of the New 
York example, and co-operate heartily 
and sympathetically with but a single eye 
to the good of Canada and her people— 
the strengthening of her companies, the 
benefitting of their policy-holders and the 
_extension of the blessings of life assur- 
ance among those at present unassured 
public. . 
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preciation of his work. 





ADDRESS OF THE PRESIDENT: FRANK E. McMULLEN. 


The Convention was enthusiastic in its reception of the retiring President and signified its ap- 





ADDRESS OF FRANK E. McMULLEN, 
PRESIDENT NATIONAL ASSOCIA- 
TION OF LIFE UNDERWRITERS. 
It is a great pleasure and a privilege 

as well, to welcome you to this, your 

Eighteenth Anual Convention. I congrat- 

ulate you upon the large number of dele- 

gates and friends present, which em- 
phasizes the growing importance of our 
organization, and the part it it taking at 


this epoch in the history of life 
insurance. For twenty-three years 
our movement was confiened to 
the United States; until last year our 


association was _ national. Then our 
brothers on this side of the imaginary 
line, joined with us, and we became in- 
ternational in fact, if not in name. We 
are banded together in a common cause, 
the purpose of which is to make the life 
insurance business the most honorable 
and equitable in the world. That our 
first convention, after attaining interna- 
tional character, should be held in the 
beautiful city of Toronto, is most fitting, 
and the excellent arrangements made by 
our host, The Life Underwriters’ Asso- 
ciation of Canada, together with an un- 
usually large attendance, proves the wis- 
dom of our St. Louis Convention in se- 
lecting Toronto as our shrine this year. 
The association year just past, has not 
been without its shadows, for death has 
claimed two of our prominent members, 
ex-President Philip H. Farley, of New 
York, and Frank Wooley, of Wilmington, 
Delaware. Mr. Farley was for many 
years actively identified with our asso- 
ciation movement, serving as President 
of the New York Association in 1900 and 
as President of the National Association 
in 1902-03. His genial and kindly nature 
endeared him to all and by his death we 
have lost a staunch friend and an ardent 
supporter. Mr. Wooley helped organize 
the Delaware Association, was its first 
president and a regular attendant at the 
meetings of our executive committee, of 
which he was a member. To the rela- 
tives and friends of these departed ones, 
we extend our heartfelt sympathy. 
Since we last met in convention, your 
officers have endeavored to carry on the 
publicity campaign for wise legislation, 
as started during President Scovel’s not- 
able administration, and endorsed by the 
St. Louis Convention. We have also car- 
ried out the instructions of your execu- 
tive committee in contracting with a pub- 
lisher to publish our official organ, “‘Life 
Association News,’’ upon a basis involv- 


ing no financial responsibility, but which | 


should bring us some profit later on; the 
amount of that profit will, of course, de- 
pend largely upon the support given to 
the paper by our membership. This leads 
me to say that every life insurance agent 
on this continent, who believes in his 
business and desires to help promote the 
best interests thereof, should be a volun- 
tary subscriber to our paper. “Life As- 


| ing of its importance as a medium for the 


sociation News,”’ 
sustaining 


thus far is on a self 
basis and has been of in- 
calculable value in carrying on our cam- 
paign for reform legislation, to say noth- 


monthly exchange of association news 
and ideas and the dissemination of edu- 
cational matter intended to help the 
agent. I bespeak for it your continued 
and increasing support. 

Ex-President Scovel during his thirteen 
months of strenuous and unselfish ad- 
ministration, contributed much to our 
cause, but I believe the future historian 
of our association will record as his 
greatest achievement, the starting of 
“Life Association News.” 

Other officers of the association will, in 
their reports, lay before you the details | 
of the work done during the past year, | 
and I ask that you give their reports and | 
recommendations careful consideration. | 
I wish to express my personal thanks and 
gratitude, as well as the thanks of the 
association to all those who have in any | 
way assisted in carrying on the work 
of my adminstration and particularly to 
Secretary Clark and Chairman Woodman, 
who have been untiring in their efforts 
in behalf of the association. Also grate- 
fully acknowledge our indebtedness to the 
insurance press for the generous support 
and help rendered our cause during the 
try period through which we have been 





passing. We also thank the daily press 
and particularly the “New York Com- 
mercial’ for the friendly interest taken 


in the affairs of our association. 

During the past months, through the 
columns of our apper and by personal ef- 
fort, we have endeavored to carry out 
our pledge to President Roosevelt and our 
fellow members of the Chicago conference 
to assist in every legitimate way to bring 
about the passage of sane uniform legis- 
lation in the several States. Our ef- 
forts have been particularly aimed at 
securing legislation to prohibit advisory 
board and agency stock schemes, the 
more modern, but not less pernicious 














| discrimination section. 


forms of rebating, which have grown so | 
rapidly in many States, during the past | 
few years. 

The first definite steps to rid our busi- 
ness of these evils were taken by the 
Denver Association before and at the 
time of President Scovel’s visit there in 
June, 1906. To that meeting Auditor 
Bent and Commissioner Rittenhouse were | 
| invited and the whole matter was laid | 
before them. A few days later one of | 
the principal companies operating the | 
agency stock plan was compelled by the | 
| Colorado Department, to stop it in that 
State. The activities thus begun were 
followed up by Commissioner Rittenhouse, | 
ably assisted by the Denver Association, 
| to the end of securing the passage in 
| May, 1907, of a new code of insurance 
| laws, including a most complete anti- 
Meantime, Com- 








| that all 


| found guilty, dismissed from the service 


missioner Rittenhouse had become the 
leading champion of this cause in the 
Chicago Conference and its Committee of 
Fifteen and framed the bill which that 
committee recommended to all the States, 
forbidding explicity all manner of boar 
and stock schemes. To this bill, we adg. 
ed provisions making the receiver of a 
rebate equally guilty with the giver ang 
making either available to testify againgt 
the other without incriminating himself, 
Our local associations have carried on the 
campaign wherever practicable, and ag 
a result several States have passed our 
entire bill, others have adopted our pr. 
visions, as to receiver of rebates and 
evidence. A number of States have 
amended their anti-discrimination law 
to especially prohibit advisory board ang 
stock schemes, and the insurance de. 
partments of still others have ruled that 
such practices are in violation of their 
present law. 

I strongly recommend that the efforts of 
the national and local associations in this 
direction be continued, until these and 
all other forms of discrimination and de- 
ception shall have been banished from 
the land. Not until then will we have 
finished the long struggle begun by our 
Boston Association in 1887, when it se 
cured the passage in Massachusetts of the 
very first anti-discrimination law. 

Since our last convention the New 
York laws have become actual facts; 
we have been operating under them for 
nearly eight months, and while it may 
be too soon to judge them as a whole, 
sufficient history has been made to 
demonstrate that that section is so dras- 
tic as to actually menace the future of 
the business. 

The National Association is not now, 
and has never been in favor of high com- 
missions and bonuses, or of the rebating 
and twisting fostered by them. On the 
contrary, its history is resplendent with 
protests against such practices. From 
1892 to the present time our organization 
has steadfastly opposed the payment by 
companies of the high commissions and 
bonuses, that were meant to encourage 
rebating, and pile up a large volume of 
“business” that was not business at all, 
being based on first year premiums, the 
greater part of which was never paid 
by the insured. In 1895, President Plum- 
mer, by his untiring effort and zeal, at- 
complished what was thought to be the 
impossible, in his campaign among the 
Home offices, which resulted in the sign- 
ing by the presidents of practically all of 
the old line companies, of an anti-rebate 
agreement. That agreement provided 
charges of suspected rebate 
should be referred to Speaker Thomas B. 
Reed, as referee, and the accused, if 








of his company and not employed l¥ 
any company party to the agreement 
for a period of at least one year. In& | 
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yery short time the hoped for good ef- 
fects of this agreement vanished, and the 
mad race for volume at any cost was 
again resumed. In 1899, we again pass- 
ej resolutions asking the companies to 
aid us in correcting field methods by 
abolishing extravagant bonuses and de- 
creasing first year commissions. These 
resolutions were reaffirmed in 1900. Our 
appeals were ignored, we were looked upon 
by some as well meaning, but without the 
proper conception of the correct way to 
secure business. (Alas! there is no doubt 
now, from any quarter, ss to the wis- 
dom of the recommendations of this asso- 
dation). The senseless unbusinesslike 
race for volume continued, until checked 
by the Armstrong investigation, the fierce 
publicity of which had already caused a 
general house-cleaning within the busi- 
ness, together with changes of manage- 
ment and a complete revulsion of senti- 
ment on these very points, in the com- 
panies that had been leading in that mad 
chase and before any “reform’’ laws were 
enacted. 

In that investigation, in fact in none of 
the investigations of the past two years 
have the agents of this country been on 
trial. Indeed, had the voice of the Na- 
tional Association been heeded by those 
in executive authority, the recent 
troubles would have been averted. But, 
as a result of the flagrant misdeeds, mis- 
management and false ideals of a few, 
the honorable agents of this country, of 
which this association is composed, are 
to-day bearing the burden of hasty legis- 
lation, which, however honestly intended 
to correct those evils, was largely unnec- 
essary for that good purpose and has had 
the actual bad results of seriously inter- 
fering with the proper conduct and pro- 
press of the business. 

Irepeat, we are and have always been 
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opposed to high commissions and in favor 
of moderate first year commissions and 
liberal renewals. But we must oppose the 
present extreme reductions in compensa- 
tion, not merely because they cut it too 
low for present agents, but because they 
leave no provision for the cost of develop- 
ing new agents. Long experience has 
demonstrated that the general agency 
system of developing agents, in vogue 
among nearly all of the companies, is the 
most effective and economical. The pres- 
ent general agency contracts provide 
little or no margin either in first year or 
renewal commissions to compensate the 
general agent for the time and money 
necessary to develop new agents, and 
therefore is economically unsound. The 
agency force in this country has been de- 
pleted fully 30 per cent. and the recruit- 
ing stations are dormant. Never, in the 
history of Life Insurance, has the flow 
of new ‘blood into the agency force been 
at such a low ebb; and it is patent to all 
possessing knowledge of the business, that 
new recrpits to the agency force are 
quite as necesary to the healthy growth 
of our companies, as are new policyhold- 
ers. Old agents who are said to be do- 
ing fairly well, had their tuition and 
tutelage paid under entirely different con- 
ditions and are now, in many cases, at- 
tached to the business by forfeitable re- 
newals, which sustain and enable them to 
go ahead, ever hoping for the dawn of a 
brighter day. As a matter of fact the 
number of agents, old or new, that are 
now earning anything like a satisfactory 
income, on new business alone, under 
New York commissions, are so few as to 
merely constitute the exception which 
proves the rule. 

There are a few men in our business 
who would continue regardless of the rate 
of compensation, because they love the 





work; they are imbued with that beau- 
tiful missionary spirit, which sometimes 
impels men to leave their relatives and 
friends to spread the gospel in an un- 
friendly heathen land. That is all very 
nice, but most of us are in the business 
because it did, at one time afford an op- 
portunity whereby honest men _ could 
make a living and if thrifty, acquire a 
competency for old age. Not so now! 
The New York Law practically says to 
the agent, ‘‘All ye who enter here, leave 
hope for future behind.’”’ If your ambi- 
tion for yourself and family does not ex- 
tend beyond a bare current living, you 
may be content. If on the other hand, 
you have a family to educate and provide 
for; if you wish to be a factor in your 
community and acquire a competency for 
old age, you have no right to be content. 
Nor as a citizen having special knowl- 
edge of this subject, have you any right 
to withhold your constant and earnest 
protest against laws that will most of all 
injure the great host of dependent ones 
not now protected by insurance. Any 
law that forbids the healthy legitimate 
growth of a business of such vital im- 
portance to all of our people, as life in- 
surance is contrary to public policy and 
opposed to the development of a higher 
social condition for which the world is 
striving. Section 97 of the New York 
Law is a menace to the future of life in- 
surance, because it has robbed the busi- 
ness of its future for the great body of 
honorable agents, who, by their courage 
and faith, created this world-wide benefi- 
cent business. Therefore, gentlemen, it 
is my judgment, that we should take def- 
inite and aggressive steps to bring about 
the speedly modification of that unjust 
section and also to prevent, in so far as 
possible, the passage of similar unwise 
measures in Canada and elsewhere. 








IS LIFE INSURANCE DOOMED: CHARLES W. SCOVEL. 





This speech by ex-President Scovel was awaited with interest—He hits straight from the 
shoulder and his style is entertaining and forcible. 





ADDRESS OF CHAS. W. SCOVEL. 





Does Present Agitation Doom Life In- 
surance? 

No topic of the day outweighs, in its 
importance to all the people, this first 
topic for our five-minute discussions: 
“The Future of Life Insurance if Pre- 
sent Conditions Continue.’”” The com- 
mittee has asked me to open the subject 
with a birds-eye view of its fundamental 
elements. I am not skillful enough to 
do this inside of three or four times five- 
minutes, 
and direct as I can. 

Let me both shorten and emphasize 
the topic by putting it thus “Is Life In- 
surance Doomed?’”’ I confine the question, 
of course, to the United States and Cana- 
da, our own bailiwick, and I mean by the 
word ‘“‘doomed,’’ not necessarily is 
life insurance doomed to death, but 
is it doomed to slavery under the lash 
of many diverse and _ perverse local 
Statutes, instead of its free scientific 





but will try to be as brief | 





development under nature’s law of life 
and death and the world-wide law of 
supply and demand. Is it doomed to 
keep falling behind in the march of 
human progress, instead of keeping up 
the marvelous stride that has in so 
few years brought it to the front rank? 
Is it doomed to be more and more .cut 
up into geographical fragments, doomed 
to be more and more cut off from all 
people that do not themselves seek it 
out, instead of maintaining its right- 
ful place next to church and state as 
one of the universal institutions that 
reach out their hands to serve the in- 
dividual, the family and the community? 

I answer, unhesitatingly, yes. Life in- 
surance on this continent is thus doom- 
ed, if (that “‘if’’ is a precious word some- 
times!) if, I say, the laws governing it 
are to continue to be made and kept in 
force at the dictation of the doctrinaire 
and the demagogue, and in defiance of 
the expert. 

Doctinaires include both the well mean- 








ing theorist with a hobby and the well 
meaning layman with the ideal. The 
demagogue regards a public issue as an 
opportunity to “play politics’ for himself 
or the party. Let me lump these three 
together and call them, politely, Mr. 
Reformer. You can identify him accord- 
ing to the context as belonging to either 
class and as living in either New York, 
Texas, Wisconsin, Canada or elsewhere. 
This composite personage—part good and 
part bad, like the rest of us—has lately 
been having most to say about life in- 
surance and the new laws to regulate it. 
These laws also are part good and part 
bad. The bad part has been passed 
against the advice of the expert—by 
whom I mean, not the management of 
any company or even of all our com- 
panies, but those men all over the world 
who study the science of life insurance 
and whose consensus of opinion can alone 
determine what are really its accredited 
principles and practices. : 

For life insurance is, first and funda- 
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mentally, a true science, embodying nat- 
ure’s laws of life and death just as the 
science of physics embodies nature’s laws 
of force and matter. The law of mor- 
tality dominates the daily transactions of 
life insurance. Aimed only by taking an 


interest rate certain to be earned, that 
scientific law precisely calculates and 
sets apart the legal reserve, which | 
amount to no less than 84 per cent. of 
the nearly $3,000,000,000 now held by 
the 138 companies. 


That 84 per cent. is 
the precise amount theoretically required, 
together with future premiums, to pay 


every outstanding policy as it falls due | 
through the many years to come without | 


insuring a single new risk. No other busi- 


ness or profession is, to anything like | 
this extent, controlled by an _ exact 
science. 


As applied in practice, of course, this 


science has to reckon with certain varia- | 
ble factors, and to secure the best results | 
these factors must be allowed to operate | 


freely and normally. Two main factors 
are financial, the interest rate earned and 
the expense money paid out. Both are 
normally controlled by the universal laws 
of supply and demand. 
freedom to invest anywhere and in a 
wide range of good securities the money 
that is being collected everywhere and 
distributed everywhere. Never forget 
the distribution! Life insurance exists 
as a distributing machinery. At its 
present rate the 
assets now on hand will all be paid 
to policyholders inside of 10 years. Those 
same laws of supply and demand fix the 


actual value of men as well as of money. | 
get just | 


Life 
such 


insurance 
in 


can expect to 
service home office or field as 


it pays for, at the rates fixed in the com- | 


mon market for men. 


The other main factor is the mortality | 


rate actually experienced. It is kept 


within the general average of the tables 


by the company’s medical selection and 
classification of risks. The mortality is 
increased by adverse selection on the | 
part of individuals, including both the | 
poor risks that select policies more 
favorabie than they ought to have if 
everything could be known and also the 
good risks that lapse their policies and 
leave a poorer average quality behind 
them. It is along these lines of selection 


and classification that statistics are least | 
complete and there is most yet to learn. | surplus 


pre- | 


Adverse selection, 


many 


in particular, 


sents uncertainties—the 


more so 


sure’ methods of swelling volume yielded 


abnormal statistics on this point. 


Now your true scientist not only knows | 


what he knows, but also knows what he | 
does not know—and is always seeking | 
humbly, eagerly, to learn more. It is | 
your ignoramus or hobby-rider who is 
cock-sure about things. Here lies the | 
deepest distinction between the expert | 


and Mr. Reformer in dealing with these 


life insurance problems. 


The net premium is absolutely fixed by | 


mortality table and minimum interest 
rate. The expert adds to this the 
loading which he judges sufficient to 
provide for all these variable factors— 
which loadings are very closely the 
same all over the world. From time to 


There must be! 


$3,000,000,000 of total | 


against fluctuations of values, 
because the lately abandoned “high-pres- | 
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time he returns the dividends to policy- 


holders, but always keeps in hand a 
sufficient general surplus for all future 
contingencies. Above all, the expert 
keeps studying the less clearly under- 
stood factors so that at any time he may 
raise or lower the loadings on new pre- 
mium written, or may raise or lower the 
general surplus, as further experience 
shall dictate. Moreover, he keeps study- 
ing how best to apply these general 
principles, and how best to provide for 
these variable factors, with the partic- 
ular methods best suited to each particu- 
lar company. For each company sharply 


| chief danger in America is that arising 
|from State interference. 


differs from others in age, size, location, | 


specialties, traditions and other ele- 
ments that make up the distinct individu- 


ality and reputation that create and hold | 


its own clientele. 

What has Mr. 
highly technical, 
system? 

He has thrust upon it a new basic 
theory derived from the assumed results 
of medical selection, which theory, while 
it may yet prove to be a sufficient stand- 
ard for the minimum reserve, was then 
a tentative hypothesis rather than an ac- 


Reformer done to this 
complex and flexible 


cepted scientific principle proper to be | 


adopted as the legal standard. 

He has based on that theory an arbi- 
trary limitation of expense for new busi- 
ness that discriminates strongly against 


of policies and 
and public. 
the loading of premiums and has enforc- 


the other “reformers” hotly denounce. 

He has in Texas localized investments 
and in other States limited them to un- 
duly narrow bounds, thereby endanger- 
ing the interest rate that may be actually 
earned. 

He has gone to the extreme in pre- 
scribing precisely how all dividends shall 
be distributed. Thereby 
the practical basis on which insurance 
was rapidly being extended to sub-stand- 
ard lives formerly uninsurable, 


| rary 
ed by law other actual vagaries that even | 


—————— ree 
regulations, to make confusion Worse 
confounded. In none of these actions has 
he the approval of more than a tri 
percentage of the world’s experts; in mogt 
of them he has acted contrary to the 
clear consensus of opinion of the experts 
of other lands and against the earnest 
protests of almost every expert actually 
heard from. 

Well might the eminent president of the 
Insurance Institute of Victoria, Australia, 
say in his recent inaugural address: “The 


There is aj. 
ways a risk of sweeping alterations be. 
ing made in the fundamental conditions 
on which policies are issued. In all de. 
partments of insurance, America offers 
the largest field in the world, owing to its 
large and rapidly increasing population 
and to its immense industrial resources, 
Still, the restrictive legislation is such 
that neither British nor Australian life 
offices have hitherto cared to open 
branches in the United States.’’ 

Gentlemen, if these conditions continue 
the practice of life insurance as a4 
world-wide science is indeed doomed on 
this continent, and there is substituted 
the hazardous game of life insurance as 
the football of half a hundred politica} 
bodies! 

Life insurance is not merely one of the 





| world’s sciences, but it is the one that has 
| the more desirable and permanent kinds | 


in various other ways | 
| works serious injury to agent, company | 


for its subject-matter the world’s most 
valuable product, human life. In its 
full theoretical scope, it covers all losses 


| of the life value; not only its total loss 
He has in Wisconsin arbitrarily limited | 


by death, but also its partial or tempo- 
loss by accident, sickness or old 
age. Here lie vast possibilities and op- 
portunities for the future, particularly in 
the direction of insuring the great mass 
of wage-earners against all these losses 
of their productive value. President 
Roosevelt’s recent urgency for work- 
men’s accident insurance through the legal 
device of employers’ liability, the British 


| law on the same lines that went into force 


he has upset } 
| century 


last month, and more still, 


experience of 


the quarter 
Germany’s re- 


markable compulsory system, which com- 


and has | 


prevented the application of dividends to | 


hasten endowments, to shorten premium 


paying periods, and in other advantageous 


ways that have been or may be devised. 

He has limited the amount of general 
by a fixed scale, 
narrow a margin to protect the future 
adverse 
selection and other variable factors, and 
not properly providing for the differing 
needs of different classes of companies. 

He has, in prescribing the exact lan- 
guage of the policies and many other 
minute operative details, wantonly alter- 
ed the established practices, substi- 
tuted uncertainty for certainty in count- 
less new points that will be engaging the 
courts for years, greatly impaired the 
flexibility of the system in meeting the 


varying conditions among the various 
companies, discounted all individuality 
and originality, closed up many of the 


paths of future development and put 
obstacles in others. 
He has done some of these things in one 


each. Elsewhere he is urging still other 


leaving too | 


| feature of life policies. 
State, some in another, and differently in | 


bines various insurances in one trans- 
action, show how complex and how press- 
ing these problems are. 

North Americans do not want govern- 
ment insurance at all, much less compul- 
sory insurance. Hence these vast prob- 
lems must be worked out by and through 
the insurance men; by all of them that 
have anything to do with protecting life 
values. Life companies are quite general- 
ly empowered by charter or general law 
to include accident, sickness and annuity 
provisions along with the usual life and 
endowment forms. They alone could de- 
vise and issue workmen’s policies (indi- 
vidually or in groups) covering all these 
life losses in one transaction—and it is 
in that direction, we learn from Germany, 
that we should seek a solution for this 
whole many-sided problem. 

Already in the regular course of busi- 
ness some companies have devised va- 
rious combination policies along similar 
lines. The disability clauses, for instance, 
have been growing rapidly in favor as @ 
Particularly at 
this time when so many new companies 
are getting under way (and all good new 
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companies have always been welcomed 
py the National Association); at this 
time when rebates and other false 
schemes for attracting business have 
neard their death knell; at this time, 
more than ever before, should life insur- 
ance be free to work out along such new 
lines as will add any legitimate variety 
of attractiveness to the former policies 
and will increase the people’s protection 
against all the hazards of life as well as 
death. 

What has Mr. Reformer done in these 
directions? 

He has absolutely barred them. That is 


all. His standard policy laws would alone | 


form a Chinese wall across all such new 
lines. Although that fair-minded man, 
Charles E. Hughes, has already seen his 
former error and the New York depart- 


ment may now and then open the gate at 


its discretion, the obstruction is far from 
being removed. Aside from that, the new 
laws prescribe many other regulations 
that are based wholly on the old lines 
and would themselves make these new de- 
yelopments impracticable. 

Gentlemen, if these conditions continue, 
life insurance is doomed, as though a 
lusty youth were doomed never to attain 
the full powers of manhood! 

Life insurance has been a mighty force 
to stimulate thrift and saving among the 


spendthrift population of this new conti- | 
social student recognizes | 


nent. Every 
this as one of its main services, second 


only to its protection of dependent wid- | 


ows and orphans. Indeed the cash and 
loan values of the policies are themselves 
a protection of these dependents against 
the hazards that stop the income while 
the bread-winner yet lives. The eminent 
Rabbi Voorsanger of San Francisco fig- 
ured the total loan values of life policies 
held in that city at the time of the earth- 
quake to be no less than $75,000,000, all 
available in cash at time of direst need. 

Because of its aggressive agency organ- 
jation, life insurance has been rapidly 
outstripping the savings banks as the 
custodian of the people’s savings. In 1880 
the life companies held about half as 
much of the people’s money as the sav- 
ings banks; in 1905 nearly 90 per cent. as 
much. For this 25 years the increase of 
the funds was 278 per cent. in the sav- 
ings banks, while in the life companies it 
was 498 per cent. The number of life 
companies has doubled in the six years 
prior to 1906 and is growing rapidly; yet 
in 1906 there were only 138 life companies, 
as against many times that number of 
savings banks. 

The savings element in life insurance— 
often misunderstood by calling it “‘invest- 
ment’”—reinforces tremendously our ef- 
forts to get men to make any provision 
against death. The “die to win’ idea is 
in itself repulsive. The idea of laying up 
money against all future hazards, those 
of middle life and old age as well as of 
death, is strongly attractive. A very large 
Proportion of the millions of policies that 
now do protect dependent ones against 
the disaster of death, would never have 


been taken on a merely “die to win” | 


basis. 

What has Mr. Reformer done with this 
Vitally important savings element? 

He has sharply discriminated against it. 


| To say nothing of other freak laws, or of 
| other adverse provisions of the Arm- 
strong laws, the artificial expense limita- 
| tions upon all companies doing business 
in New York have required a most unwise 
gradings of the commissions on the va- 
rious kinds of policies. The agent is paid 
a much larger sum if he induces his 
client to put his insurance money into 
a low-premium term policy with no sav- 
ings element at all, or into an ordinary 
life policy with but little savings, thap 
into a limited payment policy where the 
savings are large or an endowment policy 
| where they are largest. The agent’s pay 
increases just in proportion as the sav- 
ings element in the premium decreases, 
and the relative differences are extreme. 
What more could the law do, short of di- 
| rect prohibition? 

The low-priced term policies are beyond 
| all others favored by the Armstrong law 
—doubtless much morethanits framers 
foresaw. Yet these policies have no savings 
element worth mentioning; they become 
more burdensome to the _ policyholder 
the longer he lives. They are the ones in 
which adverse selection most tends to in- 
| crease a company’s actual mortality; the 
| ones that least build up its assets and 
stability. I am personally a strong be- 
| Hever in term insurance for its proper 
purposes and think the companies have 
heretofore too commonly discriminated 
against it. But wisdom lies in the middle 
| course. If the new law drives the pendu- 
lum to the other extreme, as it is well 
, calculated to do, the result would be 
harmful to all concerned in other ways 
besides discouraging savings. 

Gentlemen, if these conditions continue 
life insurance, which has thus far been 
doing its work with two great arms of 
public usefulness, is doomed to carry its 
left arm in a sling! 

Life insurance is meant to be, and 
should be, extended to the entire popula- 
tion. Already it exceeds in extent any 
| other form of business co-operation. No 
| other branch of business activity has 
| brought together so many millions of 
| people into definite, contractual co-op- 
| eration, for transactions involving so 

many billions of dollars, and stretching 

out so many years ahead, and yielding 
such incalculable values, both material 
| and spiritual, to family and community. 
| And yet the United States statistics for 
| 1905 show only one policy to every 3.7 
| persons. Of the 23,000,000 policies in 
| force Jan. 1, 1907, over three-fourths are 
| industrial contracts for small amounts. 
| In Connecticut, hot-bed of insurance, the 
} total life insurance carried only equals 18 
months’ income of the manufacturing half 
of its population. The nation’s funeral 
bill, according to a newspaper item, is 
$125,000,000 a year; that bears a very 
large ratio to the $287,000,000 of total pay- 
| ments to policyholders in 1906. Six hun- 
| dred millions, says Success Magazine, are 
| going into fake mining schemes and the 
| like; that is $75,000,000 more than the to- 
| tal life premiums paid in 1906. 

| Why the great work is only fairly be- 
gun, in the interests of the public as well 
as ourselves, the one greatest need of 
life insurance is—more! 

What has Mr. Reformer done at this 
crucial point? 








He has arbitrarily limited the amount 
of insurance that any company may 
write. His largest scale limits the larg- 
est company to less than one-half of what 
it had actually been writing and sets pro- 
portional barriers before the more pro- 
gressive companies in each class. 

He has spread the false doctrine that 
the existing policyholder is not benefitted 
by new business, and that therefore all 
the cost of pushing forward this main 
work of insuring more lives should be 
provided for without drawing upon the 
general funds even temporarily. And yet 
his new laws enforce some iron-clad pro- 
visions that make new business more 
than ever needful to insure lee-way for 
future contingencies that might affect the 
security of all policyholders. 

He has done many other things ob- 
structing the spread of insurance among 
the people, but above all he has disor- 
ganized the existing army of agents, so 
that over 30 per cent. of them have al- 
ready left the ranks; and he has already 
shut down, and bids fair to dismantle 
permanently, the tried and tested ma- 
chinery for recruiting new agents. At 
some places he has spread broadcast the 
absurd doctrine that the agent is an ‘‘ex- 
pensive excresence’’ and that the good 
of the business and the public require 
his elmination. 

I leave it to others to discuss the 
manifold errors in the scale of compen- 
sation and elsewhere in the new laws 
that have thus turned back the wheels of 
agency progress and locked them for the 
future. Others will also point out how 
the agent has been the actual builder of 
the business up to date, and how com- 
plete is the proof from all experience, and 
from human nature itself, that nothing 
can take the place of the agent-preacher 
in spreading the gospel of life insurance. 

But I say to you, gentlemen, that if 
these conditions continue, life insurance 
is doomed to progressive paralysis of the 
legs that have brought it thus far, and 
has no prospect of even so poor a sub- 
stitute as cork legs to carry it farther. 

In conclusion, let me put the question 
once more—this time without any “‘if’s.’’ 
Is life insurance really doomed? I an- 
swer with all my heart: No, a thousand 
times, no! 

Many a judge has doomed a man to 
prison or gallows to see him released by 
the higher court. Some legislatures have 
indeed doomed life insurance. But the 
people constitute the supreme _ court 
of appeal. They will send the case 
back to the legislatures with an order to 
reverse that hasty, ill-considered sen- 
tence, as being against the weight of 
the evidence and against public policy. 

Undoubtedly there was strong evidence 
against many things that had been done 
by some persons in the name of life in- 
surance. Undoubtedly an injunction 
against them was demanded, broad 
enough and clear enough to prevent any 
repetition of such offenses. We agents 
are the last people in the world to desire 
a return of the evils and extravagances 
that have destructively reacted upon our 
comparatively guiltless heads, and al- 
ways would react upon us if ever re- 
peated. 





But the sentence dooming life insur- 
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| 
ance to be kicked about and stunned and 


maimed, as we have seen, was bitterly 


| 


unjust to it, gravely injurious to the 
publie, and very far beyond the evils 
to be remedied. Such drastic, ill-judged | 
action could have been caused only by 


a great upheaval that distorted and ob- 


| Armstrong hearings closed: 


scured the fundamental facts and at}! 
the same time silenced those who alone 
could set them straight. Nor will they 


be set straight until the people are willing 
to hear and heed the world’s experts, 
rather than the local 
demagogues. 


It is for us, brother agents, to help 
strongly in bringing this appeal before 


the bar of public opinion, through talks 
with the people we daily meet, through 
the press and through any legislators we 


can teach. Public opinion is already 
turning in the right direction. So sure 
as the sun will rise in the heavens will 


the people sweep away these freak laws 
whenever they realize what have been, 
and will be, their disastrous results to 
the protection needed by dependent fami- 
lies. 

A year and a half has passed since the 
the excite- 
ment has died away and people have 
more confidence than ever before in the 
solvency and stability of the companies. 
Yet the new insurance in the half year 


| since the new laws took effect has been 


doctrinaires and | 
| mediately after the investigation, 


even less than in the same period im- 
when 
at its lowest ebb in many years. Six 
hundred millions of dollars is a low esti- 
mate of the present shortage in the 
people’s insurance, counting lapses and 
decreased new issues. That shortage 
still continues to get worse, for the new 
insurance is not now keeping pace with 
the growth in the population. Already 
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this shortage means that fully a mg. 





lion and a half dependent ones whg Were . 
or would have been protected by life 
insurance are now exposed to disaster 
without it. 

Gentlemen, the supreme court of th 
people may be slow to act on this gp. 
peal, so far as it is made on our own to 
behalf. But three million little hands az. al 
now beckoning for the rightful protes. uw 
tion of which they have been deprived by 


cutting down insurance operation—to gay 
nothing of the millions more that ought 
to be protected by extending these oper. 
tions farther and farther. When the 
people once understand this they will loge 
no time in reversing the doom pronouncej 
on life insurance and ordering sug 
laws instead as will most encourage ity 
safe and beneficient progress. 

Be it ours to speed the day! 





worthy of careful attention. 





ORGANIZATION AND THE LIFE AGENT: HENRY H. PUTNAM. 


Mr. Putnam’s experience qualifies him to speak with authority on this subject—His views are 








ORGANIZATION ESSENTIAL TO THE 
AGENTS’ SUCCESS. 

Henry H. Putnam, secretary of the Na- 
tional Association of Local Fire Insurance 
Agents, in his address on ‘‘Agents Or- 
ganizations in Insurance,” said: 


Last January I had some correspond- 
ence with one of your vice-presidents, 
who asked me to make some suggestions 
as to the organization of a real associa- 
tion of life agents. I replied that if I 
were to do so I should simply try to talk 
about the experience of the National As- 
sociation of Local Fire Insurance Agents. I 


told him that I knew how this fire agents’ 
association had been organized, what it 
meant, the force which kept it together, 
and felt that it was well within the facts 
to say that the association, in its effect 
upon public opinion, exerted more influ- 
ence than any other organization in the 
business. 

I also told him that the Fire Agents’ 
Association stood for certain definite 
principles of protection for agents; that 
it conferred with companies on an equal 
footing; that the members of the associa- 
tion tried to give and take, and where 
there was an evil in the business detri- 
mental to the agency interest, it was 
boldly assailed and fought in the open. 
Out of this correspondence grew the in- 
vitation to speak to you to-day upon 
“Agents’ Organizations in Insurance.’’ 

The National Association of Local Fire 
Insurance Agents is a protective agents’ 
organiation comprised of local men who 
represent the companies. The local fire 
insurance man occupies a unique position 
in that he represents, in almost every in- 
stance, more than one company. For this 


reason the individuality of the company | 


is not so much of a factor with the pur- 
chaser of insurance as the character and 
standing of the agent. 

The agent, therefore, to an unusual ex- 
tent, controls and regulates his business, 


building it up by personality and solici- | 
tation. The distribution of risks among | 
the companies represented rests largely 
with the agent himself; hence the com- 
panies try to influence the placement of | 
the business by the agent, and not by the | 
purchaser. The fire agent holds the busi- 
ness to be distinctly his own, his service | 
to the company being discharged by strict | 
integrity and a fair distribution of risks. | 

The Fire Agents’ National Association | 
was organized to protect the professional 
rights of the agent, and the association | 
grew out of a positive need for such | 
protection. The agents found that com- | 
panies from which they had secured ap- | 
pointments covering definite territory | 
were invading that territory directly from | 
the home office, writing policies for dis- | 
tant city brokers under more favorable | 
terms than they would allow the local | 
agent, thus putting him at a disadvan- 
tage with non-resident competition. In 
other words, the companies were writing 
insurance over the heads of their duly 
appointed local agents. 

In protesting against this competition 
the individual agent found himself prac- 
tically powerless, the business which he 
gave the company from the small place 
being insignificant as compared with that 
of the non-resident broker located in the 
home office city of the company. A reali- 
zation to this weakness brought the na- 
tional association into being. It was 
seen that only by getting agents all over 
the country into association, utilizing, as 
it were, the power of mass play, could the 
individual agent make himself as strong 
as the whole in his request for the recog- 
nition of his rights. 

The voices of thousands of agents pro- 
testing to the company against overhead 
writing put the individual agent on an 
equal footing with the non-resident 





broker, for the friendship of all agents is 


worth more to the company than the} 


favor of a few brokers, no matter how 
powerful. 

At the inception of this movement the 
power of the companies was felt. It 
made the agents timid, and only a secre 
of bold spirits met in Chicago in 18% 
and formed the National Association of 
Local Fire Insurance Agents. It took two 
years of agitation and debate to overcome 
this natural timidity and bring agents 
into the association in face of company 
opposition. 

It was natural for companies to oppose 
the movement — first, because _ they 
thought it would interfere with their inde- 
pendence; second, because they feared the 
organization would go to extremes and 
attempt dictation in all departments of 
company management. 

The association, however, never had 
this object in view. It aimed solely to 
fortify the agent in protecting his own 
interests. The company interest was well 
cared for in the organizations which the 
officers themselves maintained. The 
agents realized that only by setting off 
against company organization the power 
of agency organization, could there be 
an egr# ztien of forces which would 
guarantee equality to the agent. 

At the third annual convention the 
Agents’ Assuciation felt strong enough 
to take a bold step in asking their com- 
panies to protect them in their territorial 
rights. Resolutions were adopted defi- 
nitely defining those rights, and the presi- 
dent of the association was instructed to 
eanvass all companies, securing from 
them an agreement not to issue policies 
over the heads of their agents. It was 
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decided also that the list of companies 
making such an agreement should be 
published broadcast and agents asked 
to give them preference in the placing 
of their business. 

You see therein the significance of the 
force exerted and the extraordinary char- 
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acter of the proposed canvass—much as 
though your national association ten 
years ago had decided to canvass the 
life companies to secure from them an 
agreement not to send so-called “‘light- 
ning specials” into your territory to com- 
pete with the local men duly appointed 
to represent them. 

The association was fortunate in having 
at its head in this crisis a man of un- 
ysual force and discretion. The canvass 
was made. It took one year to complete 
it, The campaign had to be conducted 
with skill and diplomacy, but it suc- 
ceeded, probably beyond the fondest 
hopes of the agents who recommended it. 
Every important company in the business | 
gave our association the assurance neces- | 
sary to put its name upon the published | 
list. By the canvass and the agreement | 
secured from the companies there be- | 

| 
| 
| 
| 
} 
| 





came established the principle of protec- 
tio to the local agent against overhead 
writing. 

Indeed, many of the companies were 
quite ready to meet the wishes of their | 
agents in this way, for it gave them a | 
good reason for resisting the blandish- | 
ments of the non-resident brokeer. While | 
the companies might consent to issue | 
policies for non-resident brokers, they 
felt they could not afford to have their 
names excluded from a published list 
of companies agreeing to protect their 
agents against overhead writing. 

This canvass did not stop overhead 
writing, but by holding every company 
up to the acceptance of the principles 
of protection, it reduced the practice to a 
minimum and put money into the pockets 
of the local agents. Before the canvass 
companies were asserting that they had 
a tight to issue policies over the heads 
of agents appointed for the specified ter- 
ritory. After the canvass this practice 
was universally accepted as a wrong, 
and it policies were so issued it was done 
secretly, with the constant fear that a 
violation of this principle might be de- 
tected and justice meted out to the com- 
pany through an aroused agency opinion. 

But, my friends, this was only the first 
strike for independence and protection by 
the local agents. The association was 
dated but not carried away by its suc- 
cess. It attempted no dictation, it sought | 
to use no un-American. methods. It stood | 
only for the power of association to in- 
fluence public opinion in favor of the just | 
tights of the agent. Since this first cam- | 
paign in regard to overhead writing, | 
other issues of equal concern to agents | 
have been fought out. I will cite but one: | 

In Yonkers, N. Y., a fire insurance com- | 
Pany secured an injunction against an | 

| 
| 








agent, prohibiting him from soliciting re- 
newals, thus cutting out all the value in 
the agency plant. The company securing 
the injunction was strong, well equipped | 
financially to fight this legal issue. The | 
agent was weak and financially unable to | 
Meet the company in the courts upon 
«ual grounds. But the issues in the case | 
concerned every agent in the country. | 
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Insurance Agents therefore made the/|a conflagration. 


cause of this Yonkers’ agent its own, ap- | 


pointed a special committee to raise funds 
and employ counsel to fight the case to 
the court of last resort, thus making 
the individual agent concerned as strong 
in his contest for his rights as the com- 
pany itself. 

The case aroused intense interest in fire 
insurance circles. Agitation and discus- 
sion about the issues concerned went on 
continuously. Agents all over the coun- 
try became aroused. Contributions of 
money were sent in from individuals and 
from state associations. For one year the 
fight continued, and when the decision of 
the higher court, upon appeal, was ren- 
dered, it reversed the injunction and 


recognized all the rights and claims of | is a tendency in our organization to cling 


the agency interest. . 





The decision not only fixed the legal | 


rights of the agent, but influenced the 
drift of company opinion and practice. 
In other words, through the power of 


organization of ethical principles in re- | 
gard to renewals, which alone has made | 


the organization worth to them all the | 


time and money put into it. 

These are but examples, the most strik- 
ing, typical of the work and position oc- 
cupied by the Fire Agents’ Association. 
What has been the result? In ten years, 
by strict adherence to protective princi- 
ples and by rigidly refraining from inter- 
ference in those departments of the busi- 
ness strictly within the domain of the 
executive officers, the association has 
won the respect and admiration of the 
companies. More than that it has ob- 
tained from them recognition as an in- 
dependent force in the business, and there 
has grown up a positive feeling of friend- 
ship and a willingness to meet the agents’ 
organization half way in any matter in 
which the agents have a just complaint, 
or any project which concerns the ad- 
vancement of the business as a whole. 

So strong is this feeling that two years 


ago there became established by joint ac- | 


tion of the companies and the agents’ 
organization what is called a Joint Con- 
ference Committee, comprised of com- 


pany officers and local agents appointed | 


by our association. This committee meets 
annually to consider matters which may 
be referred to it by our national conven- 
tions, and may be called together at any 
other time for special purposes. The 
creation of this joint conference commit- 
tee represented a culminating point in 
the history of the Fire Agents’ organiza- 


| 


I would not have you think, from what 
i have said about the first agents’ or- 
ganization, that it is a complete success. 
We have many serious problems to 
handle, but we are growing stronger 
every day, steadily going forward. With 
ten years of work behind us, instead of 
seventeen, as the National Life Under- 
writers’ Association has, we are, I be- 
lieve, in much the better position to in- 
fluence public opinion and to secure 
actual reforms. 

In short, our organization is a positive 
force in guiding economic development, so 
that the agent will receive just and equal 
treatment in all changes and readjust- 
ments which may take place. While there 


to old ideas, yet we have never been re- 
actionary in our work, but always pro- 
gressive, trying to recognize conditions 
and mold events so that the agents could 
go forward, comply with modern business 
conditions, and at the same time not be 
crushed out or seriously injured by com- 
petitive changes. 

In membership our organization is nu- 
merically small. That is to say, a minor- 
ity of all local agents belong to the asso- 
ciation, but that minority comprises the 
bone and sinew of the business, and in- 
cludes the agents controlling the bulk of 
insurance written. In any event the or- 
ganization is strong enough in member- 
ship and firm enough in purpose to form 
public opinion in the agency ranks. 

The methods of doing business in life 
insurance are quite different from those 
in fire insurance. So also has the genesis 
purpose and work of your organization 
been radically different from that of the 
Fire Agents’ Association. Where the fire 
agent represents a number of companies 
in a given locality, the life company, 
through the general agency system, 
maintains a corps of local rerresentatives 





in each district. The fire agent is almost 
universally confined in his appointment 
| to a single place and its contiguous terri- 
| tory; the local life agent is often assigned 
| a territory embracing a number of places, 
sometimes a whole State, altsough he 
|may appoint sub-agents for particular 
| localities, 

In your case the national association 
| was the child of the local organizations, 
| whereas the Fire Agents’ National As- 
| sociation was the parent. Your organiza- 
| tion instead of being maintained for the 
| protection of the agency interest, has 


tion; for the fire agents, from the in- | cultivated the company point of view. 


ception of their movement, 
that its success depended upon the co- 
operation and good will of the com- 
panies. 


To sum up, then, the National Associa- i 


recognized | Company officers have held membership 


in your associations, and have been 
elected to the highest offices. 

| The primary object back of your organ- 
zation has been to dignify and promote 


| tion of Fire Insurance Agents, which in | your business before the public. For this 


the first instance aroused antagonism | reason you have felt obligated to shun 


among the companies, finally won their 


the discussion of disputed questions in in- 


respect and confidence and put the /| surance practice and to refrain from leg- 


agents’ organization in a position of in- 


| dependence and equality where it could 


constantly watch and serve agency in- 


islation upon those questions. While the 
| Fire Agents’ Annual Convention has been 
; an open forum of debate and legislation 


The injunction, if allowed to stand, would | terests. It has not only sought to cure upon the vital questions of the day— 
lead other companies, in other cases, to | evils engrafted upon the business, but in | things which bore directly upon business 


We this form of legal proscription. It | 
Would rest upon the books as a precedent | 
for court decisions in similar cases. 


far greater degree it has aimed to pre- 


practices—you dealt largely with gener- 


vent the rise of new evils, realizing that | alties and kept the real problems and 


a bad practice, 


like a fire, must be | the unformed issues in the background. 


The National Association of Local Fire | checked in its incipiency, lest it become | I would not be so unfair to those whose 
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fideliity and industry has built up your 
national association as to say that it has 


not served life insurance—and served it | 


well. 


| 
| 
| 
| 
| 


with the man whom you call the father | 


of life underwriters’ associations. I was 
present with him at the birth of this 
national association in Boston. 


I worked | 


closely with him then, day and night as | 


a journalist. I attended with him year 


after year the conventions of your organ- | 


ization. I count among my personal 
friends many of the leaders in your or- 
ganization. I know, therefore, something 
about what has been done by this asso- 
ciation for the good of life insurance, 
the monument which you 
to the memory of Colonel Ran- 


and 
erected 


ument to the work of this association, 
which can never be effaced or forgotten. 

But, my friends, you are dealing to-day 
with issues in the business undreamed of 
at the time your national association was 
formed. You are faced by new problems, 
and it is at this critical point in your 
history, as you look out over the field of 
future endeavor, that you must consider 
whether the time has not arrived for you 
to attack the problems of life insurance 
in a different way, and whether you may 
not find it best to hold yourself in a posi- 
tion of relationship to the companies more 
nearly corresponding to that of the fire 
agents’ association. 

I feel that you will permit me to speak 
frankly upon this question, for in the 
face of a crisis all precedents fail. It is 
not a question of what has been done 
before, or how it has been done. It is 
not a matter of tradition. The situation 
is one which strikes directly at your own 
interests as the field representatives of 
the life insurance companies. 

It true that in an ideal state of 
society the interests of all who are en- 
gaged in a particular business are mutual. 
But for obvious reasons this cannot be 
practically true. As between those who 
serve and those who are served, there is 
a difference in the point of view. 

It cannot be otherwise, simply because 
human nature is as it is. 
are strong and well equipped. They are 
competent to care for themselves. They 
have more recently taken steps to do so 
through the medium of an organization of 
executive officers. However much the 
companies may say that they will give 
their agents a square deal, they must 
inevitably be influenced by their point 
of view, and their first consideration is 
always the particular interest which they 
believe they should serve. 

None will make it of first concern to 
look after the interests of agents except 
the agent himself. As society is now con- 
structed, the agent, acting alone, is weak 
in the defense of his own interests. He 
must associate with his fellows having 
the same interest, thus supplementing his 
individual strength and initiatives by the 
power of the whole mass. There are 
things of common interest which concern 
all agents. Upon these things they can 
and should act as a unit. 
these things 
the agent gives himself larger freedom for 
individual initiative. 


is 


The companies | 
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life agent to-day is similar to that of the sent your interests, and to stand for yoy 


fire agent. 


but methods of detail) the essential fact 
remains that the life agent now needs, 


as its own, with perfect freedom and ab- 
sence of restraint from company control, 
the vital questions of business practice— 
not in a spirit of antagonism to the com- 
panies, 


| company policy, or to invade those ques- 


tions which come strictly within the field 


| of executive management—but to stand 
| distinctively for the agents’ cause, mak- 


have | 


ing your organization one of agents, to 


| be maintained by agents. 
som at West Newton is, in effect, a mon- | 


| 
| 





By handing | 
over to organized effort, | 


The business of life insurance has been 
attacked by foes within and foes without. 
There has been a revolution. The causes 
of that revolution are traced back largely 
to defects in executive management. But 
when the State came to the point of ap- 
plying a remedy, the real punishment for 
these infractions was inflicted upon 
agents. In other words, the legislators, 
trying to appease an aroused public 
opinion, and acting under the advice of 
experts obligated to company interests, 
sought to reform life insurance by strik- 
ing at the backbone of the business. 

Life insurance in America has been 
built up by the soliciting agent. Now 
that it has been reared up to vast pro- 
portions and has become such a big fac- 
tor in the economic welfare of the coun- 
try, we find a very definite purpose to 
eliminate the agent, to minimize to the 
last degree the opportunities of life 
which have heretofore been open to him. 
The evils of life insurance exposed to 
public gaze grew out of executive mis- 
management, but the neck of the agent 
has been exposed to the axe. 

When the real crisis arose and 
legislation in New York was proposed by 
the Armstrong committee striking at the 
livelihood of the agent, was your national 
association in a position where it could 
influence public opinion, or effectively 
work against this injustice? There is 
but one answer. The agents’ protest at 
this time was voiced through hasty or- 
ganization by individual effort and in re- 
sponse to the simple law of self-preserva- 
tion. It is, of course true, that the ma- 
chinery of your local organization was 
effectively used; but your national asso- 
ciation was powerless to deal with the 
essentially national issues with which you 
were confronted. 

Is it too much to say that your national 
association should have been in a posi- 
tion, should have been so equipped, that 
its influence in the situation would have 
been felt from the very start, so that it 
could have assisted in shaping events, 
instead of trying to fight the fire after it 
had become a conflagration. 

But, my friends, the fact is you had 
no national organization in existence at 
that time which could do that particular 
work. Tradition, precedent, affiliation, all 
stood in the way of active participation 
in the march of events. 

There is no need, however, to go over 
the past. Remember what your organ- 


| ization has done, but take good care that 
It seems to me that the position of the! 


it shall be effectively equipped to repre- 


Eliminating the differences in| as an independent force and power jy 


| method and in organization (for these are | 
I was for many years associated | 


directing your events. Make your annual 
conventions open forums of debate. Dg 


| not hesitate to speak positively through 
| as the fire agent needed ten years ago, a | 
| protective organization which will take up 


or with any purpose to dictate | 





the medium of resolution for sound prip. 
ciples of insurance. Meet your com. 
panies in a manful spirit, not with de. 
mands, but with requests. Go to your 
state legislatures in the same spirit, 
Stand always for the elevation and “pro. 
fessionalization” of your calling. And re. 
member that 100 men working together 
with a common purpose and for a com. 
mon interest, can accomplish more thap 
10,000 who are unorganized and Working 
separately without definite purpose. 

We know from experience in the fire 
business that none in that branch of ip. 
surance are better qualified to influence 
public opinion than the agent who comes 
in contact with the people. This is equal- 
ly true in life insurance. The agents 
reach the people. They understand them, 
they know what they are thinking about, 
and they know how to approach them, 
The agency interest—the backbone of life 
insurance—should be served and built up 
by organization, and, in my opinion, your 
national association should make itself 
strong on the side of the agency interest, 
This, as it seems to me, can be done 
only by cutting loose from all entangling 
alliances and making your association in 
its essence an agents’ organization. 

What 1 say is but an echo of the 
thought in many minds here today. What 
the future may bring to the life agent 
you cannot say. You need, however, a 
watchdog on the tower. You need an as- 
sociation whose officers feel obligated to 
take the agency point of view, and who 
are yet broad enough to appreciate and 
recognize the company and public side 
But whatever the future of life insur- 
ance may be, it goes without saying that 
the agent for many, many years, will be 
an essential factor in the business, and 
it will be equally essential that his in- 
terests shall be cared for by the organ- 
ization; that, in a word, he shall take 
up for himself, through the means of 
association, the protection of those things 
which mean so much to him in the matter 
of livelihood and family interest. 

Although I am speaking to a body of 
so-called general agents or managers, yet 
I know you will understand me when I 
say that the power and force of your 
organization will be greatly increased if 
you can secure the co-operation and act- 
ive participation of the working agent or 
solicitor. In a sense we may say that 
there is a diversity of interest between 
the solicitor and general agent. But this 
is true only in appearance and not in 
fact. The general agent and the solicitor 
both work from the same standpoint, asd 
both are in essence solicitors, the general 
agent being merely a captain of solici- 
tors. 

They are the commissioned men work- 
ing in the field to build up the business 
of the company, and therefore their at- 
titude towards antagonistic economic¢ 
forces is the same. 

I believe that your organization should 


| be open to the solicitors, their member- 


ship invited and urged. For they, even 
more than the general agent, come im 
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king about, THE NATIONAL ASSOCIAMION OF | in its entirety to-night, and have been | Empire and the United States. At one 
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bone of life 23, 1907. | siven me in the spirit of that small | happily united in the bonds of tenderest 
nd built up Mr. Toastmaster: | boy in the country who came in and told | friendship and good-will. This splendid 
yinion, your I am deeply sensible of the distin- | his mother that he had set the old brindle | assemblage of representatives of the two 
make sme guished honor conferred upon me in invit- hen on two dozen eggs. ‘Why,’ she | nations attests the close relationship be- 
cy interest, ing me to be present on this occasion, | said, “‘you don’t expect her to hatch two tween them and demonstrates that all 
un be done yet I must confess that I accepted the | dozen, do you?” He said, ‘“‘No, but I just feeling of ill-will and enmity are passed 
| entangling invitation with much hesitation and mis- | wanted to see the darned old thing spread away. While imaginary lines of political 
sociation in givings on my part, as I felt sure that I) herself.” And had I not’ quietly and | division separate us, we are not con- 
zation. could bring you nothing that would bein- | politely received the little hint that I re- scious of any divisions upon the great 
cho of the teresting or entertaining, and felt that | ferred to a moment ago, I should have | and important questions of progress, civi- 
oday. What some one who had some practical knowl- | felt that I was authorized to do about as | lization and the upbuilding of the human 
» life agent edge of the subject of life insurance | I pleased, without consulting the desires race. 
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a member of the association that the 
delegates from Baltimore would be 


w, and who 
preciate and 


feathers out of the tail of the American | nate the policies of other nations, wars 
| eagle to make him scream, I might be | will be less frequent, and the hope that 
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pleased to have me attend this conven- | 
tin, I had no idea whatever that 1) 
should be expected to participate in its | 
deliberations, but supposed it was to give | 
me an opportunity to enjoy the trip with | 
them to Niagara Falls and this beauti- 
ful city, and, in short, to have a good | 
time. 
Later on I received a formal invitation | 
from President McMullen to make a short 
address at this splendid banquet in re- 
sponse to one of the toasts, and I can 
assure you I was never more surprised. 
I knew nothing that I had ever done 
or accomplished in my official capacity | 
as insurance commissioner of Maryland | 
to entitle me to this great distinction and | 
honor, and can only ascribe my selec- 
tion to the friendship that exists be- 
tween the President and myself, which, | 
though it recently began, I trust may | 


permitted to do so without the slightest | 
fear of interference from any source 
whatever. 

Now, Mr. Toastmaster, neither you nor, 
any of these I shall address need have | 


| the slightest apprehension that I shall | 
| try to spread myself or attempt to cover | 
| too much territory, for I remember a fel- | 


low down in my own country who at- | 
tempted that feat on one occasion and | 
got himself into serious trouble, and the | 
lesson has not been lost on myself. | 

On a certain public occasion he had | 
imbibed rather freely of corn juice, and 
conceived the rather common, but alto- 
gether erroneous idea that he was pos- 
sessed of extraordinary fighting qualities, 
and loudly proclaimed that he could whip 
any man that ever lived in that town. 
No one coming forward to dispute his 
claim, he widened the field of his opera- 


| stronger. 


continue while life may last. I have | tions and said that he could lick any 
been credibly informed that the subject | man that lived in the whole county, and 
to which I am expected to address my- | still no one accepted his challenge. 

self this evening, was selected because it Growing bolder and more confident of 
was sufficiently broad to afford me the); his powers he announced that he could 
widest latitude in my remarks, and not to | lick any man that lived in the whole 
be confined to anything in particular and | State, when a fellow sprang from the 
not much in general. For this generosity crowd he was addressing and took the 
of the part of the committee I am indeed | conceit out of him by administering to 
trateful, and shall be sure to obey the | him a pretty complete thrashing. When 
suggestion that came to me afterward, | he regained sufficient composure to real- 
that I should remember that several other | ize what had occured and his own sad 
gentlemen were expected to speak after | plight, he said, ‘Stranger, I guess that first 








Thad finished, so, my friends, you see | statement I made was all right, and per- 
that I am not entirely without limita- haps the second one was not so far wrong, 





at no distant day universal peace shall 
reign supreme will grow stronger and 
The great body of common law, 
which we prize so highly, is a heritage 
from you, and the spirit of liberty that 
animates us is the great moving power 
in your lives. We rejoice in your power 
on land and sea and we are assured, 
not only by your kindly expressions, but 
also by your generous acts that you re- 
joice in the fact that we have taken our 


| place among the greatest nations of the 


world. In the field of commerce and 
trade there will always be a struggle for 
supremacy between us as nations and 
peoples, but this should not in anywise 
interfere with or mar our friendship, but 
should rather serve to strengthen the 
bonds which unite us. 

Let us who are so closely and pleas- 
antly associated this evening indulge the 
hope that not only in the one interest of 
life insurance, but in everything that 
tends to elevate mankind, our nations 
should stand shoulder to shoulder, and 
though we owe allegiance, the one to 
the Lion and the other to the Eagle, we 
join in our devotion to the best interests 
of humanity. 

I trust it will not be considered out of 
place or irrelevant if I touch upon an- 
other branch of my subject and one that 
has received the most careful considera- 
tion of the conventions which have been 
in session in this city the past several 


| days. While I am sure I will not be able 






























































































to suggest any new thoughts 
of you who have devoted your lives and 
your very best talents to the business of 
life insurance, I trust that the few words 
I shall utter will not prove altogether un- 
interesting. 

I assume that we all agree upon the 
proposition that governmental control and 
regulation of insurance companies is 
proper, and, in fact, necessary on account 
of the vastness of the business and the 
inability of each policy-holder to protect 
interests without the assistance of 
the State, but there is quite a diversity of 
opinion as to the extent to which super- 
vision and control of this character 
should go. There is a growing tendency 
on the part of the general public to refer 
all questions about which there is the 
slightest controversy to the State for 
settlement. This plan, if it were the 
proper or judicious one, would be a very 
easy way to relieve ourselves of indi- 
vidual responsibility and would enable 
us to place the duty of looking after our 
own affairs upon the shoulders of others 
who are in no manner so well qualified as 
ourselves, to attend to it. 

As soon as the Armstrong committee 
brought to light the evils in the manage- 
ment of certain companies, there was a 
demand by the people throughout the 
country and by the press for remedial 
legislation of some character, without 
stopping to consider whether there were 
no remedies for these troubles other than 
legislation. Besides, if there was needed 
the enactment of more legislation, would 
it not have been better to have waited 
until the matter could receive careful and 
considerate thought before hasty action 
should be taken. 

I would not have anyone understand that 
I propose to enter upon any criticism of 
the legislation that was enacted at that 
time or since by the State of New York 
or any other State in relation to insur- 
ance, because I think that would be very 
improper and entirely out of place on my 
part, but I do say that some legislation 
that now appears upon the statue books 
of some of the States did not receive the 
most careful consideration to which it 
was entitled, and therefore has failed to 
accomplish that for which it was intended. 
On the other hand, I want to say that 
there were some that was very proper, 
and has and now receives the approba- 
tion of the public and the companies as 
well. The point to which I desire to call 
your attention more particularly, how- 
ever, is the extent to which govermental 
control and supervision ought to go. 

Mr. Barry, the present very able in- 
surance commissioner of the State of 
Michigan, in his address as president of 
the Insurance Commissioners’ Convention 
at Washington, in October last used this 
language, which is so forceful and pointed 


his 


we, 


that I have appropriated it. He said, “In | 


my judgment the time will never come 
when the companies will be successfully 
managed either by statute or supervision. 
Business management is not the province 
if either of these agencies. 


the honesty and judgment of the ad- 
ministrative officers of the companies, 
held by publicity, to strict accountability 
to their policy-holders. My individual 


to those | 
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That in the! 
last analysis, must necessarily be left to | 


! 


judgment is that the great remedy for 


whatever evils have thus far been found 
in insurance, or whatever evils may be | 
found in the future, lies in full and com- | 
plete publicity.” 

I heartily agree with all that Mr. Barry 
has said and believe that if this remedy | 
is properly applied to all transactions of | 
public corporations there will be little 
need of investigating committees or of 
much further legislation on the subject. 

Whenever the business of corporations 
affects the public interest, it doubtless is 
the duty of the State to give it proper 


regulation in the interest of the public, | 


but I do not think that such regulation 
should in any manner interfere with the 


management of its purely internal‘ affairs | 


and concerns. This, as Mr. Barry said, 
is a matter for the sound discretion aand 
best judgment of administrative officers 
and cannot be interfered with on the 
part of the State without injurious re- 
sults. 

Even if such power is conceded to gov- 
ernment, is it to be supposed that mem- 
bers of the legislative bodies would have 
sufficient practical knowledge of the vast 
business of insurance to lay down rules 
sufficient for the conduct of all private 
affairs of companies? Such a proposition 
would hardly be entertained by any 
reasonable mind. Believing, as I do, upon 
this subject, I do not think that govern- 
ment should undertake to fix the salaries 
of the officers and employees of corpora- 
tions, as this clearly is no matter that 
effects the general public, and should be 
regulate entirely by the governing body 
of the corporation itself. 

Would it be contended by the most 
radical believer in governmental contro] 
that the State should select the men 
who are to act as agents of life insur- 
ance companies? I think not. But if this 
is true, can the State intelligently fix the 
amount of pay the agents are to receive 
for his work when selected by some one 
else? 
made to this question as to the other. 

I do not mean to say that the States 
that have limited the commissions of 
agents have made them either too low or 
too high. I do not know what they should 
receive, as I have never tried to do the 
work of one nor have I ever employed 
any, and, therefore, I have no informa- 
tion upon which I could reach a proper 
conclusion. 
or too low, I do not think it is a matter 
that the Legislature should have any- 


thing to do with whatever, but that it) 


should be left entirely to the contracting 
parties. 

As far as my knowledge goes, I think 
that the success of a life insurance com- 
pany depends in the greatest degree upon 
the efficiency and intelligence of its 
agents and the kind of work they do. 
If they are bright, active, polite, zealous 
and persevering, the company succeeds, 
but if they lack these qualities then the 


| result is entirely different. 


If, therefore, the agent is a necessity 
to the business and is so largely responsi- 
ble for its success, then I am in favor of 
giving him such recompense for his labor 
as will justify him in devoting his time 
and talents to the business, and I repeat 
that I do not think this compensation is a 
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| should be fixed by other and more con. 


| will certainly befall us if we fail to insyp 


| quets like this, and, perhaps, we shall mt 
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matter to be dealt with by the State, dut 








petent judges. 

The time may come when i 
like merchandise, will be a com 
that will be sold all over the eo 
when the agent will not be required, anj 
there will be special bargain days for the 
benefit of the ladies, and it will be gy 
eagerly sought after as red lemonade x 
a circus, but, Mr. Toastmaster, that wi 
be ‘“‘When the stars grow old and the gy 
grows cold and the leaves of the judg. 
ment book unfold.” 

I hope the day will never come in ny 
time that we do not have life insuran, 
agents. We could not get along withoy 
them. Why we wouldn’t have any one ty 
come into our places of business and 
with us for the purpose of telling us oy 
duties to our families and loved ones anj 
portraying the terrible calamities thy 


our lives, and we shall not have any bap. 


have any insurance commissioners the, 
How is it possible to contemplate such, 
condition of affairs? I shall pass to some. 
thing much more agreeable. 

There are many matters that I wou 
like to talk about if I had the time to® 
so, but I promised to be brief, and shaj 
keep my word. However, there is om 
other matter that I want to touch upa 
before 1 finish. I refer to the taxatin 
of insurance companies, and especially 
those that are strictly mutual. It wa 
not originally intended that supervision 
of insurance was to be employed for th 
purpose of raising revenue for the State 
but to defray the cost of supervision 
The amounts now collected are largely 





Surely the same answer must be | 


But whether it is too high | 






in excess of this need and should hk 
materially lessened in the interest of th 
policy-holder. Every dollar of the taxa- 
tion levied upon the companies comes 
primarily out of the pockets of the mem- 
bers, and any reduction would inure # 
their benefit. While a _ sufficient sum 
| should be collected to pay the entire cost 
of supervision and perhaps a reasonable 
amount towards the necessary revenue, ! 
feel that anything in excess of this ’ 
improper and without justification. 


And now, Mr. Toastmaster, I desire tv 
thank you and your association again for 
the opportunity of being in this splendii 
gathering this evening, and also for the 
most enjoyable time I have had during 
my entire visit to this city. 

In the years to come I shall look t 
this event of my life as one of the mos 
enjoyable in my experience. Never wa 
more generous hospitality shown any om 
than I have received since my arrival ani 
no words of mine can sufficiently convey 
to you and every one the extent of my 
gratitude and appreciation. I expected 
to enjoy myself, but had no idea that 9 
much pleasure awaited me, and the only 
regret I have is that the end of it is 
near at hand. 

I have been delighted to meet many 
whose faces I had not seen in quite 
awhile and renew old friendships, and! 
trust that I have formed new friendship 
here that will be as lasting as time. 

Thanking you for you patience and 
your kindliest respect, I must close. 
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Important Features of Our Business 








OUR WORK COMPRISES 


Reports upon Insurance Companies 
and Associations of All Classes 





INSURANCE LAW and COLLECTIONS 





Our Reporting Service 


includes several distinct Departments, as follows: 


Our Annual Volumes, Best’s Insurance Reports, 
one taking in Fire, Marine and Miscellaneous Companies, the other Life 
Insurance Companies, Associations and Orders. 


Our Monthly Papers, Best’s Insurance News, 
issued in two editions, one for Fire, Marine and Miscellaneous, and the other 
for Life Insurance News. No puffs! No write-ups! No stuffing! Nothing 
but essential, credit information of the insurance world. 


WE ACCEPT NO ADVERTISEMENTS FROM «INSURANCE COMPANIES. 
Special Confidential Reports 


supplied to regular subscribers on request. A most useful and important service. 
Various Special Features; details on request. 


Insurance Law and Collections 
We maintain a legal department for the collection of just and legal claims 
against insurance concerns. Most of our business in this Department is collect- 
ing from failed “surplus line” concerns, and because of our superior knowledge 
of their resources, we have met with success in many cases after claims were 
returned by others as uncollectible. For details, address 


A [ fred M. Be st Company, Incorporated 


100 WILLIAM STREET, NEW YORK 
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